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Q As I understand your testimony, you recalled 
this telephone conversation with Mr. Gordon was on a 
Friday night, is that correct? 

A No, no. Mr. Gordon and I spoke on Thursday. 

He came to see us on Friday, I believe, . in the morning. 

Q And when was your conversation with the gentleman 
from Singer 6 Friedlander? 

MJ.. LIIikN: I have forgotten his name. 

A I aa sure we con tec tad him on Friday. Mr. 


Burnh&n-croos 


Moudhu^sca talked to him. 
talked to him. 


7. couldn't swear that I 


Q -hr, question is when do you think you talked to 


him. 


A Well, I know that we talked to him on Friday 
toe 31 r rt. must have talked to him on Friday th e 

31st. We needed m answer by Ik>nday. 


to him? 


CH/:- COUi-V: What time of the day did you talk 


• IhiiSS; I wou.14 assume that we talked 


to him in the afternoon, which wc, d have been seven 
o'clock, aigit o'clock London time, at night. 

Q »'y jueacion is — 

\ v.e v-y have each: talked to !.im in the morning — 
•aayoe you could check our phone records — weeauee Mr. 


j O.'-.tJ&t D JTPrCT CO'JRT PHPOR T *' , 

UN!TP.O ST*.!1: t'JJKT HOUSE 
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pj-40 Burnham-cross 

Gordon definitely asked us whether he could get this 
money on Thursday, and we d^n't waste much time on matters 
like that. 

So the chances are that we got in touch with 
Francis Hock possibly even Friday morning and said we 
would "get the details and corns back to you." 

THE COURT: The net of it is that it was 

handled substantially by your partner, then, and not by 
you? 

Tub WITNESS: I think so because I was 

leaving — 

THE COURT: I understand that. 

THE WITNESS: He should be called. 

COURT: I am just trying to delimit what 

you personally know and what your partner would know. That 
all. 

Til WITNESS: Hy partner would know about the 
c<: scusnicnn with Singer fi Fricdlander because he had 

them. 

BY UR. .'ENNOIER: 

C? And whatever you know is based upon what your 
pc-rtsier told you, that is, as to the conversations around 
the 3 Ip£? 

A He has got cables ard he lias a letter, and many 

SOUTHERN Ob.K’CT COURT REPORTERS 
Unitbo Statss Court hou>b 

rClUf' cGUARC, M.Y., MY. NJCU7 TeUSFVOWJ: COSTtAHD W563 






Burnham-cross 




thing* that indicate the termo, and all about the discus¬ 
sions. and we were also keeping Informed where Chris-Crsft 
really :warted the money. 

Q The letter that you referred to is the one that 

csme about February the 18th that you have mentioned 
previously? 

A That's my recollection. February 18th ~ had 
pretty much told* them that Chfcia-Craft did not want the 
money. i believe it was that, at that time. 

Q to*-- I*-, your discussions with Mr. Gordon, did 
he mention the fact that Chris-Craft had senior notes 
outstanding that would require waivers in connection with 
any further a lsecured loans? 

A Wei., if he did mention it I assume that he 
3ard ne could, probably get the waiver. 

Q But, as I understand, you don't rememberhim 

mentioning it? 

A I don't remember offhand. 

Q So you don't remember whether he said he could 
ge:t the waivers or not, isn't that correct, ilr. Burnham? 

A I don't remember whether he brought that to my 

attention out that fa — 

THL COURT: YOu don't remember ?ny discussion 
with hin «bout the financial position of Ciuris-Cralt at 

oCUTNfcRN DISTRICT jJnHr R6PQRTEF; 
wNirso ctatcs. Court Housti 

!'-■ y. .'.v Uu, jub, MY.. M.V. ms ' e QU8MUA>- ■ / 499 • 
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that time, do you? 
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I thought your previous answers all were 
directed to saying that you didn't go into that, and you 
were waiting for a time when the request became con** 
Crete. 


hr. LI24AN: X take exception to your Honor's 

characterization of his testimony. 

THE COURT: You may take exception. I am 


asking a question. 

(To the witness) Xs my understanding correct 
of what y'ru testified, that there was no effort made by 
you psrsoisJ^to get an up-to-date, current reading on 
Chris-Cr&ft and their outstanding obligations at that 
time? 

TLF. KIT212S3: I would consider, your Honor, 

that they had the same information in London thfc we had 
in New York, from the financial press, and we took the 
position that the/ needed this money for a tender. 

They also had the Piper balance sheet, which 
va n alro available, and obviously this money woJd have 
given Chris-Craft control, and, as I 3aid to you, that 
had we gotten down a little further, I am sure they would 
have than said v»hnt other —* 

•j.et's update the financials that sure publicly 


SOUTHERN DiSTWCT COURT RtPORTERS 
united States oouk f house 
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TH.3 COURT: I understand that — 

THE WITNESS: I don't think — 

THE COURT: Mr. Pennoyer's questions to you _ 

THE witness: I don't think I requested any 
information at this time. 

MR. PENNOYER: Your Honor, may I move to strike 

the last answer as conjectural? 

THE COURT: I understand theframe in which it 

was fiver., ht !-!r. Burnlmm has stated, repeated again, 
what he said before: that he did not at the time ask 

for any updated information, because at that moment it 
wasn't requisite, we v/ill say. 

Q Mr. Burnham, did Chris-Craft come back to you 
around August of 1S52 to see if they could or you could 

arrange v.vuh ti am to have more cash — August or September 
of 1969? 

A I ain’t recall it. 
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the tern "marketability” as usad by Mr. Liman in his 

j 

question? What did you understand that term to mean? 

A Marketability means to me the ability to be 
able to sell a significant amount of whatever you have to 
sell, not just a little amount that sets a price. 

Q Is there any factor in your definition concern- 

\ 

ing what the price of the security is that you have to 
sell? 

A You are asking something about marketability not 
re at ing it ti any particular company , but let's say 
tha; a company has two million shares outstanding and under 
normal coalitions the trades toy be three or four hundred 
shares a d-y, I would say that v.3 rather unmarketable. If 
it 'traded ten, fifteen, twenty thousand shares a day, I 
would say Iihat i3 relatively marketable. That is a judg¬ 
ment ws have to mike whan wa lmnd money on securities, 
what is tha mrket. The marketability is a matter of 
volume. 

• v. 

Q Let's direct our selvas to Piper Aircraft Company, 


vfcish is sacoxity we are talking about — isn't that 

corrccfc? 

A /ill right. 

Q atii, is Fipsr Aircraft Company. 

■/A.-ri't thsre an active market in Pip«r Aircraft 

300THSRN DJSTR5CT COURT REPORTERS 

UrfiTSO oTATci COuST riOUSt: 
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Company stock for many years on the New York Stock Exchange? 

A I never thought it had a really active market, 
no. 


Q It was traded daily? 

A It had a market. 

Q Had a price? 

A Had a market. It was never known to have a really 
broad market. 


Q Well, would you firm have refused to underwrite 
any Piper securities because of this this market? 

iB. LIMAN* When? 

Q At iny time prior to September 5, 1969. 

A Thai la a hypothetical question. I mean, I 
would want to know a lot more about it. Who is sailing, 
tho company? What are wa talking about? 

Q All right. Getting back to marketability, your 
<2o**nit$.on of marketability is only the question of the 
difficulty in falling the stoc?c, is that correct? 

A Or buying. 

Q In this case w* era diking about selling, is 

that correct? 

A You ara talking about it. 

Q That is what ws are talking about right here in 
J courtroom, this is what you are expressing your 


S0J7WSRK DISTRICT !JOJRT REPORTERS 
UWlTfiii Si AT tS COURT HCUSIS 
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A You mean sailing Chris-Craft’s block? 

Q That's correct. 

A Yes. 

Q You testified that if you had no assurance from 
Bangor Punta, satisfactory insurance, to use your words, 
that Bangor Punta would not merger, it would be extremely 
difficult tc sell this Piper block. 

ifcj would it be extremely difficult? 

A J3ecnu3a Feng or Punta is a conglomerate and Piper 
is a fcnr-wv* f.-ctor. It i9 very easy to analyze Piper, very 
difficult to asnlyfte Bangor vunfca. 

Q Tfl'.y would you find it necessary to analyse Bangor 
Punta if ' cv> wore soiling Piper shares? 

A Poca-7.se if you didn't have assurance they were ^ 
going to teko it ever you would have to assume they were 
going to tnr.c it over and that you might get a security 
you didn't want to buy. 

Q Khat nukes you think you have tc get assurance 
from Bangor Punta in the event there is a merger? 

A I jU3t C.3SUPK3 it. 

Q Have you ever heard of dissenting stockholders 
appraisal rights? 

A Yea. 

SOU THCRN DISTRICT COURT REPORTERS 
tfSTED States Court House 

FOiSY SOu'ARB, M.Y., H.Y. KJCXP TELEPHONE: CORTLAND 7-4S0O 
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A Undor no circumstances would wo do it. X don't 

say nobody else would. - \ 

$ 

Q There might be other firms on the street that - 

4 . 

would be willing to take this offer? 

A That wrcld be up to them. We wouldn't do it. 

40 

Q Directing your attention fee the press release 
which Nr. Liiitiu showed you, your testimony is you read that 
pr« :<a release on May 8th or 9 th, is that correct? 

A Cor;.’cot. 

Q You didn't read that prase release, you read 

something els.s? 

A I r ^ad o;hat was on Dow-Jone3. 

‘v 

Q You read the Dow-Jonets and your testimony is that 
when you read tlxi word "value*" you caid in your mind that 
tills was mark it value, is that correct? 

A IVjs rir. 

Q And ycur testimony in that the language "In the 
opinion of Pi :st Boston" had no meaning to you, is that 

1 correct? 


H 




\ T &~' little. 


0 

A 


jj bcCtiu^- 1 

i 

M 

f 


*■ 

II 


what meaning did it have to you? 
i'v.. oi\ y meaning it would have to me is that 
L fchi )•* First Boston i:? a very fine company they 

\ v v .-C3N WSTR;CT ■* 0UT<? RSPO&TT r ' ?; 

•Jk<!teo States '.swt Hour- 
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2 

would see to it that the package of securities would make 


3 

Piper sell at CO. That is what it really meant. 


4 

THE COURT: You mean put the market up to 80? 

* 

5 

THE WITNESS: No, sir, that the package would be 

\ 

6 

so attractive that the market itself would get to 80, or 

4 

7 

go above, through the arbitrage transactions. In other 

* 

e 

words, when you make ar. offer there is an arbitrage 

' 

9 

market that develops and the underlying security or the 


10 

security to ba exchanged. Piper, would sell at or very 


11 

close to 00 bc'cr.usa tlie package, was really worth 80. 


12 

0 Doesn’t tho prera release say that it will be 


13 

tiie paolirgr* of the Bangor Punti securities and/or cash that 


14 

will have a value of $80 in the opinion of First Boston? 


13 

A Tftirro ir thn cash? 

*. 

16 

0 Excusn ne. I withdraw that question. 


17 

ftben it says tha Bangor Punta securities will be 


10 

valued nfc not leS r J than 80 dollars in the judgment of 


19 

Fiirr.t Eof.’jou Corporation, why did you chink that that ra- 


2C 

firr-rd to the Piper securities having a value of $60? 


2’ 

A rtf you have been in is much situations as I have 


- 22 

fcrr.'.n in. :■ *. arbitrage and tenders, you know that if an offer 


23 

1" grttir.g to hr. raado and a price is stipulated that the 


74 

rc z.x judgnrr.t of that price is the price of the share 


25 

bring purchased, Piper in this case. 


' ' 

SOUTHERN DISTRICT COURT REPORTERS 

L*<rrso States Ccur~ Hews 
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0 So you arelooking at it from tha standpoint of 
creating an arbitrage in this market? 

A I am looking at it from the standpoint of being 
a Piper stockholder. Z don't think the average Piper stock* 
holder could diagnose — Z don't think in most cases where 
a complicated formula is offered to the public that 
they con diagnose or understand these formulae and they 
look, therefore, to tha price of what they have# no matter 
who ere^te* xt# whether it wat- created by the market or 
by the arbitragers. This io a comLJlicated package and the 
average guy ii just looking at for what his Piper shares 
aru selling,. 

Q Ta there any mention in this release of what 

package is going to be offered — 


A Tho :a ws.'n an offer made later. 

C> Inn talkingabout Hay 8th. 

A y.t jays a package of Bangor securities lio b€? 
vaijfa-J in 'In judgment of the First Boston Corporation. 

A package generally r oans more than one type ox security. 
Q But you arc talking about — 


Win OOOKTs Did they necessarily naan listed 




vne.ro fch? market expressed a price? 


’iV-ti WZTIiBSo; Not necessarily# sir. 

~il?5 CO-JST: If it diCn’t necessarily refer to 


* t n-T/iU (XfT0k.r 03U3T W-MYERS 

'J 4iYHV STATt* CASH! HO U4£ 

rv ”** r <iuc.,ie. Sir., ft*'. AXAr t 6Lfc<»H0Wt!t 0»m.AND 7-45W 
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listed securities or securities where there wee e price# 

.4 j 

market price, how would you arrive at $80 unless you had 
a judgment of a banking house as to value? 

* ’ * i • 

A well, those kinds of offerings Z don't ttinfc 

• . 

are very successful. You are talking about something that 

• • ' ; .V*' <7; •*. 

is not quotable. 

• < , '■ •. ■ 

the COURT: Well, when it says here for e package 

of Bangor Punta securities, you can't tell what securities 
they arc, whether i-hey are listed or unlisted or marketable 
or marketed or market-priced securities, can you? 

T3E WITr ; FSS: No, but one would assume they would 
bo marketable even though they were not listed. 

TETE COURT: Isn't it because there was no reference 

• <■* ** * • 

to the nature of the eocuritien and whether they were securi¬ 
ties on which the market was putting a price that you would 

read tlia words "to be valued in the judgment of the 

* . ^ 

First teuton Corporation" as expressing a judgment of what 

the market could burnish? 

r, T \.2 WITNESS: Oh, y©3. Obviously they were 
geing to Gijpr^Sd n judgment — that i3 stated here — at ? 

net lean than 80, which means it coulci be more than 80. 

litE COURT: Does. It indicate anything at all 
about putting any stocks up? 

THE WITNESS: X would think that would liave put 


SOUTHERN DISTRICT COURT REPORTERS 
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I! 

II 


,1 


THE COURT: Wa are talking about — which stocks 
doyou say would be put up byt this kind of offer? 

THE WITNESS i Your Honor, whenever a package offer 

is made a market does generally develop, over the counter 

' * » 

or listed, frequently when issued. So that the share being 
purchased, offered for, reflects it, and this says that 
the package is going to be worth not less than $80 per 
share and as an oldtime guy down on the street I say to 
me that as an* 2 judgo that package by Piper, nothing more, 
notiiing loss. 

HI;] COURT: In ottier words, you would ignore 
the wo-do and go on your hunch? 

THC WITNESS : I wouldn't have a hunch at all — 
no hunch. Piper stock had a market and that is what I 
would go on, liooausa until I can get the package, that is 
the only thing I can really sell. 

BY *1R. RY/TiC: 

q yovi long after the ar.change offer closed or 
hiiw long rould tlia package of Bangor securities 

havo tc soil it $C0 in order to satisfy your understanding 

of thufc 

h 7>.vc/.ng the offering? 

q how long? During i*.he offering, after tho 

QtfSYRiCT '.OORT KcPORTt&S 
UfCiTiD SlAYsS COURT hOUSE 

c OU£V iQUARrj. N.Y., rtv. KM;/ TELEPKOJiS; OOkTLANO 7-45£0 
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offering, from one month after the offering, six monthly 
one year? How long would the package have to veil for 
$80 in order to satisfy your understanding of that statamentl 

A Well, in my opinion the testing period be 

during the offering, not after the offering, because that 
is the time whan as a stockholder I can **f^h*r *. 

‘ offering cr, as you pointed out, go to a court action for 
evaluation and that would depond upon the length of the 
offering. If the offering is for ten days, X would say 
that ten market days — I would say three days 
be a proof to me whether tho Piper shares sold. If the 
offering t as three vjeeks, X might want maybe four days, 
fivo daya, but I wauld want a reasonable percentage of the 
days durirg which the offering was opan to prove tha 
point. 

0 Ir. ot.hgr words, it :x>uld irrelevant to you as ■« 
to what tha price of Bangor Paata securities sold for 
which ware Included in the package? Is that your testi¬ 
mony? 

A Trz'z in eot uy testimony, for this reason: If 
<:he deal ii effective and approved by the stockholders, - 
tliure is no risk to a firm that arbitrages, and they are 
tlie ones thot really set the price of, in this oase. Piper, 
end during that period, where there is absolutely no risk, 

oOU'ViESN DiSTR.Cn COURT reporters 
United States Court i-souse 

Fc. -V «et V.Y., ItY. m? TSLSRHO**: CDR7UND 7-45® 
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3 



18 

!? 

23 

21 

22 

23 

25 


you get the maximum test. 

0 Arc you expressing your opinion as an arbi¬ 
trageur or arc you expressing your opinion at shat you think 
a reasonable Piper shareholder would understand that state- 

y 

meat to mean? 

A Z am expressing my opinion as an expert in the 
securities business, if that ie what yov 
Q Wot as an arbitrageur? 

A I could say it as an arbitrageur. 

Q In that press release it states that there is 
going to fcs a registration statement filed. 

t 

Did that language have any meaning to you? 

•* t’os. sure. That means it is going to be filed. 

Q £".ui there is going to be a prospectus issued? 

A Correct. 

Q And fchefc prospectus will describe the terms and 

cc coitions os the offer? 

A Correct. 

Q that prospectus will be delivered to very 

Pipeir shareljo.'xlar before he •rccercises hi* judgment as to 
.;Lc thtir ho w.i.M wooept tho oflZxu: or not? 

A Correct. 

0 ih. : recallable Piper shareholder getting that 
prc.tpoctup .rjv.:.d know oxactly '/li.it the terms and conditions 

. 1-) KWftSrRlC V->jr<T HZ- wets 

. vM-J fk SrTt »MS' O JPT l-.'j ‘Sr: 

•c . • v;i., tf,Y I3W? ■' Ct.fEFHOiveI COftTf juj,® 7-436Q 
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of Bangor Punta's offer was to him, is that oorreot? 

A Be would know the terms and conditions# yes, that's 
oorreot. 


Q And he would also be able to learn from his 
broker# such as one of your associates at Burnham & Company# 
what the quoted price was of the components of the package 
of Bangor Punta securities offered to him during the course 
of the exchange offcir? V 

A If thax© was a quotation. 

Q bell# ac3ui>ve there v&.s a quotation and you 
could cifjtr rr what the price *as. 



Q r jrAtl if £ told you thusa securities were traded#, 

oonuritioc: <>:c : ir.rror Punta wr.ra traded during the term of 
ti*Q «xab&. 3 'i .v!fnr# IrG could hava called your firm and 
loaraed vual fch* trice was? 

A 7a-« r out I am not sure he could have sold the 
sow-ri-iia;.- iutia pacl:ago. 

Q VZJJ., it is the roBfcriction of th% sale after 

that disturbs 5vw? 

a roll, as understood earlier# the offering was 
clo*Ad '• r.-'lo.ro stockholders approval was gr.untetl. 

Q -Iv :!;'« correct. 


A fio X don't think that too many people would have 
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Corporation had absolutely decided to talee all of the stock 


A That is my recolleation 


Q Absolutely, that they had decided that? 


A They would take all they could get 


Q They wanted all they could get? 


A That Is what they nsoded the money for 


is then what he told you, they wanted all 


Hr. Burnham, that 


alua -T'.n e?n itlra.*,? have a meaning different than the 


,tioi on clie New York Stock Exchange? 


hj.: is the best indication of value to me, whet. 


aomothi-Ag r. 2 l e rcr, in the r.;cr;uritleo business 


you in Wall Street the afternoon that 


v. recall what 3* opened to tie market? 


d yen tell vao the last quotation that after 


jt( t Company '.ran th© value for that stock? 


f COURT RttFWFRS 

SCSUfrrHOJff? 
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might bo worth two yoarc from now or a year from now, six 


months from now — 

Q That is not part of sty question. Please answer 
my question. I want to know the value of a security this 
afternoon that is not traded anywhere. 

A Not traded anywhere? 

U Ten. 

A That is something different. 

9 

Q That ic my question. Would you attempt to answer 

it, please. 

t 

A Yea could express an opinion of the value of 

i 

a security that has no market. Then you are practically 
doing an appraisal. You have to do a great deal of study, 

| 

research, the competitive position of the company 

f-jjd caao up with what you think is a fair value, fou have 

i 

no market to go by. You have comparative securities, poe- 

t 

sib 3 y. * 

Q ycv. arrive at o judgment as to what that 

va.Vse if* zn. tTwfclay? 

A '-O'.'. 


?*r* wr.U. 

to you fcaow whether your firm participated in 


. s;-.\rr; • j. .g of Sherwood Medical Company by Brunswick? 


h V-j limy Mtra. 


* 
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Q Do you recall whether thoza were any assurances 
given that they would never merge Sherwood into Bruns¬ 
wick? 

A Z don't remember anything about it. 

Q Did you ever consider asking for that assurance? 
A I don't remember whether we were in it. Who was 

the managirg .underwriter? v 

j 

Q First Boston — excuse me. That one was Lehman 
Brothers. 

A I don't have any recollection whether we were 
or not or Lad any knowledge of this company. 

Q Lid you participate in the underwriting of Cox 
Cable Ccc^rnications by Cor Broadcasting within the last 
two yearcS 

A 1:3 aav have. 

Q Wots any aaeurances requested of Cox Breedersting 
tluv; tl ry 1 0.\L<? nwer merge Cox Cable? 

A Into C.*;: Broadcasting? 

w \Sif» • 

A t i~ ny recollection is correct, they 

tnuiii o;vo. SO ;vjr cent of it, or something. I believe they 

o.m Lhs vV*l:2- thing. They created it. 

'ViiH QOJTV : Wu&c io the answer tc the. question? 
Rflii w>; on. 


0!STK!C- GUURV R6*Qqri£KS 
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A Were any assurances given? 

0 Yas, that were there 80 per cent they would 
not merger Cox Cable into Cox Broadcasting. 

A I would doubt it, because X would presume it was 

I just coming out of Cox Broadcasting. 

Q Did you participate in any of the secondary offers 
by LTV of their various subsidiaries? 

A Yes. 

Q Were anyassurances requested that they would 

I not marge those companies either with each other or into 

LTV? 

K 

A I very much doubt it. I think in practically 
every case they were wholly owned subsidiaries at the time 
that the spin-offs were made. That was a corporate policy 

of LTV, if X remember. 

Q Your testimony earlier was you couldn't market 
that kind of security under those circumstances because 
the man w: old not know if, for exampla, in Brunswick- 
ShOxuoo., whether he wa .3 buying stock in a medics'' instru¬ 
ment cempo.ny or a bowling company. 

A I don't ngroo with that. I know what you are 
getting r>. '* an I think when a parent who own a 100 par cent 

» 

decides to strrt a market in & small portion of whit it 

i 

ovrnf .■ either to gs-t money or to create a inarket so it 
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conld go for acquisitions, the buyer in that case is very 
pleased that the parent owns 80 per cent, and in each of 
those cases you are distributing to the public and they ' 

ff**- • * '* 

i ,*+ • ;'.i r 

probably like the fact that 80 per cent is held by the.- ^ 

• 4 ' . »* 4 

parent. 

Q Why should they like that and not like the fact 

* 

that Bangor Punta owns 51 per cent of Piper Aircraft? 

A it la just a different situation. 

Q What is different about it? 

A Bacaus© there is a disagree nnt over management. 

Q That disagreement ends the moment Chria-Craft 
markets thair stock, doesn't it? It eliminates the un- 
comfcrtiiblo partnership situation? 

A la most of the epin-offe — Brinks is a very 
recent caca. that cane out of Pittston — they liave ‘ 

had the ccoond distribution — 

Q had very cucceesfully too? 

A 13 q 9 In most of those cases they have been 
controlled by tho parent for a long time and the public 
feels more comfortable that it has a parent that understands 
end that is getting into something he couldn't 
get into th^c typo of case, in my opinion. I am just 
giving you aiy opinion. Neither Chris-Craft nor Bangor 
PvT/tr. h“d cv:r besn in this business before. 
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2 

ifiE COURT : Does the public really ever .have an 


3 

opinion or is it the opinion of a bunch of brokers down 

'ft , 

4 

on Wall Street? 


5 

THE WITNESS j Your Honor , I think the public 


6 

very frequently has an opinion. 

j • 


7 

Q On idle matter of the assurances or undertaking 

1 

8 

|| you said you would require, I /relieve you said it would 


? 

bave to be that they would never merge. 

f 

iO j 

1 

Uo you recell mean to press it quite that far? 


n 

A Hoi:., i wasn't called in to be the investment 


12 

1 

1 

bar, .or of Ch:-: x-Craft or Bangor in thi 3 cacs, but at the 


13 | 
1 
] 

tiirn, if you racall, there was considerable public question 


i 

1 

about the maiv.gcmont capabilities of conglomerate companies. 


15 ii 

t 

ai *~' Gve/i invo:itigitions suggested in Congress, and lots of 


J6 

people hai Ouriour question about that matter and in this 


i; ! 

particular or. a we raid if we vrire going to market Piper, 


lb || 

ji 

we would wa it to bo sure they wr.ro going to be in the 


i 

P^rocnal aircraft husinsos, period, and not involved in seme- 


* i 

aung rlsa. 'hat: is Burnham & Compary. 


* 1 

l 

j 

0 vL.ii. i iv. Burnham 6 Company's view of th® manage* 


*i 
53 ! 

3>.enc of :• Pur.ta? is that cdiat you are telling rao? 

A Wo, Ste .*3 a firm followed the peroonal aircraft. 


* 

business Sex : any years and I have flown most of the planes 


23 

of those ^uu-acturors c.nd it if. a different b&Ugtuae and. 
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it raquirea a certain type of management and yon would want 
to be pretty damn sore about the continuity of that manage¬ 
ment and that they are happy. These axe the important 
things. 

Q 1 am not certain if you answered ay original 
question. 

Did you really mean newer? Can you answer that? 

A never in a tremendously long thing. Certainly for 
a long forest*table period of time. 

Q A reasonable period of time? 

A Kell, x think we are mincing words. X don't knew. 
W* were not offered the problem. I would think I would want 
to sell the stock of Piper, if x was selling it, as a 
personal aircraft business that was going to be continued 
to be run by a management tint was not going to be inter- 
farad with and that is what my client is buying, not some¬ 
thing else ch.it might be lurking in the comer. 

0:3X5 COURT: Were both of the contendere for 
control her© 'Conglomerates? 

THS WITNESS* Yes, I would call them relatively 
conglomerates. 

iHE COURT: Chris-Craft was a conglomerate and 
Bangor Punta /as congloiaerate , is that right? 

WITNESS* i would think they were. X would 
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an uasuraece to the public of good 7 _- 

Q .la your mating with Hr. Gordon on raining -w. T t 
funds, on Friday aorning, can you tall na why you fait ■. 
it naoasaary to go to London rathar than going aeroaa tha 
•traat to aom flnanoUl inatitotion in Haw York which 


Street tO 


•ooldh* handier to deal with? 

A Wall, London in a very good market for this type 

of ooaey, that has much fewer restrictions_i m*n. 

Hr. Gordon wouldn't have h,id to corns to me if he could have 
gotten that money from a commercial bank in New York. Ob¬ 
viously he couldn't do it right away with hi. own invest- 
«*nt bankers, or he wouldn't have corns to me. As I have 
«aid, l don't see that the commercial banks would have made 
this kind o. loan. At that time they were not so inter¬ 
ested in getting extra things, but in London thare is a 
great deal of this kind of money and it can move very fast. 

Q Can you tell me what you mean by "this kind of 
money 1 *? 

A Honey that is loaned to corporations for i rt 
term whora there is something sought more than just an inter¬ 
est rate, in other words, warranta, stock. These are 
handled by merchant banka, many of whom have very substan¬ 
tial discretionary funds. Eurodollars — 

3 A fast turnover and a kicker? 
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Q in other words, you knew when be came to you 
this was a very difficult kind of financing, not a 
simple — 

A X didn't think it was so difficult. That is why* 
I told bin we would have j£it for him Monday. X thought it 
was rather interesting. 

Q bid you talk to Loeb, Rhoades about why they 
couldn't do it? 


Q Did he tell you about their inability to do it? 

A I don't know that Loob, Rhoades couldn't do it. 

Q You are just inferring from the fact lie —— to 

you that they must ha 1 /a said they couldn't do it? 

A I assumed tbare must be some reason he aould coco 
to us, but X ddidn^t know what it ms. 

Q Th^fc *as iot a subject of discussion between you 
and Mr. Gordon at Miat time? 

A Not that I recall. 

Q Did Mr , Gordon say they wanted the kind of noney 
where there was not going to bo any restrictions or dett 
tefecs cr net tangible assets tests, the kind of things 
a United States lender would require? 

A No. I ?3 just wanted us to get the money and 
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what tha tenas would bt aad bo tew It would b« rslatlvwly 
short term and,as I pointed out, the in this «es 

two years. 


A 
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T5 2 

Q There is an element in this market, in connection 

T 

with this kind of money, that not too many questions are 

3 

. 

4 

asked, along the lines of the Judge's questions, earlier?- 

5 

A Well, I think the judgment of soma of these foreign 

6 

/' 

lenders is based upon what they know historically about some 

7 

of these companies, and they have a certain amount of 

8 

confidence that a company that's been in business as many 

9 

years as Chris-Craft would be able to take care of a two** 

10 

year obligation without too many restrictive covenants. 

j * 

1! 

But, as I agree with the Judge, that I'm sure they would 

12 

have corns back and wanted updated financials and what was 

l 

.3 

available to them. But I'm rather inclined to think that 

14 

I 

they would not have asked for anything unreasonable. I 

15- 

think that their protection was the length of extension of 

16 

credit. That was the main protection they ware seeking. 

17 

Q Is there a tendency in that market and 

18 

- 

. with this type of money, this kind of money, as you phrased 

19 

it, to accept an old name without too many questions, as in 

. 


the marketing o Z Penn Central Transportation notes, in 

21 | 

that marlcet , shortly before the bankruptcy? 

22 

A Well, l don't have much to do with Penn Central, 

23 | 

so — 

34 | 

Q Are you familiar with the fact that they did borrow 

25 j 
i 

! 

I 

money in the Euro-dollar market? 
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10 

11 

12 

13 

14 
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18 
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23 

24 
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A Wall, i* ta sure they got a lot of it because their 
name was Penn Central. But there was a business Judgs^t, 
and business ju-gment means a lot. A corporation as 
historically having a certain strength, and you start fro** 
there. I mean, after all, they are fairly mil known, 
a company thafs listed on the New York Stock Exchange. 

The material is available. You start right off, there that 

they have to have a certain financial position. 

> , 

0 Too say the nans of chris-craft was «.il v- n , 

Is that correct? Wasn't that your testimony? 

A Tea, aura. It was. . i think that Loeb-phoadas 
had sold it — 1 don't know the date — but T Imagine their 
convertible debentures had been sold prior to that tins, 
25,000,000 convertible debentures, which they said with 

. no great difficulty, which would have bean aubon'inate to 
this special credit# 

' 0 in your discussion with Singer s Prisdlaider, did 

you get across to then or did they say anything whijh lad : 
you to believe that they knew the nature of Chris-daft had 
changed within the past couple of years? 

• ' „ • * V ’ 

A My partner had those discussions, but francii 

Hock, who is a senior partner of Singer * Priedlander, : . 
cama to see me in Newark some time before and outlined to 

me rouguly the type of company that they were willing to 
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■eke those types of loans to. They were principally in¬ 
terested in companies listed on the Mew York Stock 
Exchange, No. 1« and companies that had a national name 
and a certain site, a certain standing. Otherwise, they 
really didr’t want to discuss it. And then thatfc where they 
felt that they would get the best play out of their warrants. 
MR. ARNING: Could Z have the answer repeated? 

THE COURT: Read the question and the answer. 
(Record read.) 

Q Do I understand from that that the mower to the 

question is that you don't know, because you didn't participa 

13 in the conversation, what was said? Zs that correct? 

M A Z don't know what was said between them, but 

Chria~€raft met; Mr. Woudhuysen and Z discussed whom it 

would go to, and we knew that iris-Craft was the type of 

S' 

company that would me£ his general — that he would know 
♦ about — 

Q The type of company. All you said, it was listed 
on the New York Stock Exchange. Was that the only eriterio 
A Z said it had a national standing, a national name. 
Chris-Craft has an international name. 

Q The boats have an international name. 

A The company has an international name. Primarily 
the boats, yes. 
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MR. ARNINGi Could j have a moment, your Honor? 


Q • Jtiat one last question, Mr. Burnham did Mr. 
Gordon in his conversation to you give you a data by 

which they needed the cash in hand? Mot just a oospiteent, 
but cash in hand? 

A x don’t recall that he did. Re really- wanted to 
know, can we get it ana' promptly? 

Q How promptly? i am sure you must have — 

A Very promptly. 

Q A week? Monday? '!' 

A I don’t remember. Re did — I think X;said to 
him, ’We will give you an answer Monday or Tuesday.■ 

Q Well, an answer is not the cash in hand. What 
about cash in hand? Did you discuss that? 

A Ho, because at that time X don*-t recall that we 

* • 

discussed it or that my partner discussed it, beoausm they 
did not seem disposed to actually take it. 

Q This was just — 

• * 

A They wanted to know whether they get it. 

Q Just aheeking whether it is available? 

A We gave t hem an answer £hat they get It 

and roughly the terms. 

Q But without a dosing date? That was not one of 
the terms? 
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CORDON, 


called as a witness by the plaintiff Chris- 
Craft Industries, after having been first 
duly sworn, testified as follows: 


THE WITNESS: 


Known as Leonard. 


City. 


THE CLERK: Where do you reside? 

the WITNESS: 15 Wdst 81st Street, in New York 


DIRECT EXAMINATION 
BY MR. LIMAN: 

Q You have testified thatjou are known as 
Leonard? 

A Yea. 

Q What is your age? 

A I an 41. 

Q Your educational background? 

* I an-a graduate of Harvard Collage. t attended 
Harvard Law school, and I an a graduate of NYU Law 
School. 

Q State briefly your career since law school. ' 

When did you graduate? 

A 1955 or *56. i was a night student and the*.* 
is some question exactly when. 

And I then became an associate at Cravath, 
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Swain 4 Iloore, where I remained until 1960. ‘ ' 

■» 

I then became an aesoclate at Deleon ( Gordon, 
where I was for eix months. 

X then became an associate at Marohaii, tet.ter 
Greenea Allison & Tucker. 

subsequently X became a partner at Marshall, 

Bratter. 

0 bid you have a specialty in the practice of 

law? 

A Xes. My specialty was corporate law and 
securities. 

Q And after Marshall, Bratter? 

A After Marshall, Bratter X became vice president 
and general counsel of Baldwin. Montrose, a chemical 
company. 

Q And when was that? 

A June cf 1964. 

Q iind did Baldwin, Monrose subsequently merge 

with Cliris-Craft? 

A Yes. 

Q And when was that? 

A In 1968, June of 1968. 

0 r A what pceitir s did you hold with Chris- 
Craft? 

‘southern district court reporters 
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A I am v^ce president and general counsel of Chris- 

* , • i • 

Craft. . i was also secretary of Baldwin, Monrose, j 
am not at Chria-Craft. 

Q Where did you make your office at Chris-Craft? 

A 60G Madison Avenue. 

Q And to whom do you report at Chris-Craft? 

A i report to Herbert Siegel, the chairman of the 
bo&xdi and the board of directors. 

Q Now can you tell me. Hr. Cordon, lid Chris-, 
Craft in 1968 have a policy with respect to investments 
in other companies? 

A Ye3, it did. 

Q And would you state briefly what that policy was? 

A We had a policy of e*pand<ng our business by 
acquisition of other companies, with a particular emphasis 
on companies engaged in businesses related to leisure 
time activities. 

Q As of December 30, 1968, before Chris-Craft 
purchased any Piper stock, did you have investsjnts in 
other companies? 

A Yes. 

Q What companies? 

A wo had investments in Harley-Davidson, Motorcycle 
Company, which we sold. 
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We had an investment in Warner Bros, and in 


^•Mro-Goldwyn-Mayor. * » 

We had an investment in - veil, .. a predaceesor 
of Chris-craft, Baldwin, Montrose had an interest in 
Paramount Pictures. 

° Ard Pll ° r 10 Decarabet ' 30, I960, had Chrip-Craft 
given consideration to acquiring any interest in companies 
in the light aircraft business? 

A No. 

Q now had you had any discussions with any companies 
in the light aircraft business? 

A Yes. we had a discussion in, 1 think, 1967, 

With - maybe '6a, with the Ted Smith Airplane Company, 
with a V. view to acquiring it. 

a And sad you had discussions with respect to 
acquiring stock in other aircraft companies? 

A Yea. we had discussions about the light air¬ 
craft business in general, as a leisure-time related 

business, aai we discussed Beech Aircraft in par- 
ticul^r. 

Q When, you say •we,- whom at chris-craft are 
you talking about? 

A Particularly Herbert Siegel, Jim Rojus, and 


myself. 
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Q For the record, would you identify each of 

‘ , 4 ' *’ . 

these individuals and what his position and role was at 
Chris-Craft? 

A Yea. 

Herb Siegel is the chairman of the board and 
the president and the principal executive officer. 

Jim Hoc^lis is executive vice president and 
president of the boat division. 

Q Jim Rocj^lis? 

A James J. Roc^lis. 

Q Did Chris-Craft have an investment committee at 


that time? 

A Yes, we did, 

Q Who served on it? 

A Herbert Siegel, Virgil Sherill,..- Virgil 
Sherill is the^ senior partner of Shields 6 Co. — and 


Jim Rocklia. 

Q Was Mr. Sherill on your board of directors? 

A Yes. Mr. Sherill was a director. 

Q Now when, Mr. Gordon, did you first learn that 

Chris-Craft had purchased any Piper stock? 

A December 30th, at or about the time that we 
first purchased Piper s ock. 

C Arc how did you learn of it? 
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A Herb Siegel told me that he was purchasing or 
had purchased I don't remember exactly when I learned 
I think the very day that he purchased the stock — 
what he was purchasing 5000 or so shares for Chris—Craft* 

Q Was there any discussion with respect to what 
your intention was in this investment, what Chris-Craft's 
intention was? 

A That it was an interesting company and we would 
take a small these shares, a.id have a look-see and 
that there might be some more available. 

Q Were you kept informed of Chris-Craft' s other 
purchases of Piper over the New York stock Exchange be¬ 
tween January 3 and January 21? 

A Generally, yes. 

TVL COURT: This is in 1969? 

Kli. LIMAN ; '69# your Honor. And these are 

detailed in one of the uncontested findings of purchases, 
your Uor.or. 

Q How were you kept informed? 

A Herb Siegel would tell me what the purchases 




did you have discussions with Mr. Siegel 
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A Yes. 


Q . Did you discuss Piper? 
A We discussed Piper. 


Q Did there come a tine when you were present at a 

discussion o£ the possibility o£ seeking control of 
Piper? 


A Yes, 


Q Can you tell pe when that was and what the occa¬ 
sion was? 

A Well, there had been some general conversations 
in mid-January. As the stock came in very quickly, a 
substantial number of shares we£purchased without dis¬ 
turbing the price of the scock, and I think the first 
serious conversation about acquiring control was on the — 
on December — on January 21st. 

• 0 And v * at waa th ® occasion of that discussion? 

\ 

A Herb Siegel told me, either during the day or 
as we were leaving, that the following day a man from a 
fund. Technical Fund, was coming in to see him and that 
the man had 100,000 shares of Piper stock; the Fund 

had 100,000 shares of Piper stock, and he might be willing 
to sell them* 

Q You say Technical Fund. if x tell you that 
the name of the Fund was Technology Fund, would that 
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refresh yovir recollection? 

A . Pardon me, yes. Technology 

Q Waa that the totality of the discussion with ' 
Mr. Siegel on the subject? 

A No. we discussed what would happen if we were 
to buy those shares, because that would take us over 
ter par cent of Piper, and we would have to announce 
that we were shareholders of Piper under 16 (a), which 
wa would have to file, and the Piper annu al meeting 
was coming up on February 3rd, and we would have to 
spend at least an extra year until February 3rd, 1970, 
fcheir next annual meeting, having an annou nced 
minoricv position in the company without any opportunity 
to be represented on the board o' Piper. 

Artel it v/as left that we would talk to the — 
,to Mr. —- it wds Mr. Hawkinson. 

I Ciidn't know his name at that time. 

Wa would talk to the man from tho Teolmology 
Fund and that it was unlikely that we would want to 
purchase tit© utoci: because of this problem. 

Q Had you sought proxies on any of the other 

6 ‘ area that Chris-Craft had purchased prior to January 
21st? 

A Nc»r we had not. 
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Q Now had you done anything on or 
21at to familiarise yourself with Piper as a company? 

A Yes, I had. . ‘ •?'” 

* • •'*. 

Q And what had you done? 

* 1 had read the annual report for the prsvioua 
three, four or five years — I don-t remember which, 
but certainly three years. 

I had obtained all of the information on file 
at the New York stock Exchange, the 10-K's, 9-K‘e, 
8-K'a. the form of senior debt agreement, rorm. 3 and 
Eoraa 4, bylaws ar.d oartifioate of incorporation. 

Q And when had you obtained then _ _ _ 


H6(U ** 


. -* naan't looked at them all 

until about the loth or the liet. but 1 had been obtaining 
them. X asked that they obtain them for me. 

ms COURT: Row many shares did you own, 

approximately, by the 21st of January? 

TH 12 WITN3S8: Approximately 100,000 shares. 

Q • And can you tell the court approximately what 
your investment was in those shares, the 100,000? 

A Our average price — 


— was about $57 a share 
Was it $50 a share? 
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MR. LIMAN: 
We have a chart. 


Gordon-direct 1181A 
Do we have a stipulated figure? 


Q It was over $5 million? 
A Over $5 million. 
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MR. LIMANt At the recess I an going to nark the 
annual reports. I don't want to take the Court's and 
have then identified now. 

Q Did you have any discussion with any of the 
executives of Chris-Craft concerning the material that was 
contained in the annual reports and other documents you saw.. 

A Yes. m had a number of discussions. 

Q Can you recall them and when they were and with 
whom they were? 

A During January I had discussions with Herb 
Siegel f with Jira H::hlis, and we dir cussed at first the 
investment in Piper itself, as it war developing. I know 
I htd surprised that Herb was interested in Piperj 
he had always been interested in Beech, and we diccussed 
the business sf Pfp-r generally . I particularly discussed 
latur in dfesvwy that Piper had cumulative voting, the 

awnber of Phures to elect a director end that sort of 
thing. 


Q ?*h3fc wan said 


A Wsj.1, it was felt that Pipe- * f? busirenn had lagg 
behind Beech and Cessna but that they were moving into 

, i 

tiie more lucrative business airplane rtarkst now. They 
had coma out with the Navajo Twin, Which was a major entry 
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into the business plane* and they were casing out with 
the Poeono and that they were patting themselves into m 
posture to compete with Beech slowly but they were moving 
there. 

Q flow were things left on the 21st with respeot 
to Piper at Chris-Craft? 

A That we would meet with Mr. Hawklnson the next 
day* but at least for myself I was very dubious about the 
desirability of buying the 100*000 shares. 

Q Did Mr c Siegel express a view on tue 21st? 

A 1 am not sure whether X am mirroring my own 
reactions or his when Z say we were dubious. I think he 
was dubious too. 

Q On the 22nd* can you relate the events of January 
22nd* 1969? 

A Yea. As I was walking to work* I walk through 
Centra. *srk, X wae thinking about thf conversation we had 
had tb** day boforu and the fact that wc would have to wait 
the e?ttra year before we would have any representation on 
the bo«rd and then it occurred *o ree that, we would probably 

4 

be able tr> get the proxy from the Technology Fund if 

we were to purchase their stock, that v© may be able to 
get enough on the proxies from toe shareholders whose 

shares v© had already purchased and that we could also 
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tondor for shares with proxies attached and the whole 
ties schedule could be changed by a full year. I 
Barb Siegel at his hoes# free a phone, to tell him of 
this and he raised sons questions about it and said he would 
t h i nk about it. 

Q After you arrived at your office did you do any¬ 
thing further with respect to Piper? 

A Yes. I called Mr. Siegel and we discussed the 
■attar further and at that point concluded that we night 
be willing to — if we could purchase the shares of the 
Technology Fund that it vmuld be desirable then to 
for addition** chares of Piper and that we could acquire 
control of Piper on the spot, without waiting a full year 
of being in ar. intermediate position. 

a 

There was a lawyer at my office waiting fc)r me ~ 
we had been actually ranch more seriously interested in 
Warner Bros, imd there was a lawyer from Xravath at my 
office to discuss Warnor Bros, that morning and I told Mr. 
8ieg«l that if we wera to buy ttn shares, at our meeting 
with Mr. Eawkdneor we would L_v to st*rt the machinery 
running now — the time was verv tioht and th* 
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that we would have to start the lawyers moving right away 
if M were going to sake the offer in time, and it was 
very fortunate that Mel Bedriok was there, who is a 
partner at juravath, and Z was authorised to spend the 
money with the lawyers to get some preliminary work done 
at that time. 

Q When didyou first ask your counsel — Z take 

C 

it jriravath was your corporate counsel? 

A Vs* 

Q did you first a»*k them to start preparing 

for a teiidcr offer? 

_* ‘xhat morning. 

Q Did you meet that day with Mr. Hawkinsor? 

A Yea. 

Q Who was present? 

A Herbert Siegel, Mr. ilawkinson, Roger Spencer, 

of Mitchell, Hutchins, and t-hera w-s somebody olsc there 
whose nssio X don’t know, and myself. 

Q Did the mooting tiko .)l&cc at your office? 

A Ilo, at fJi® office of Chrin-nraft, in Mr.. Siegel' 

office.. 

0 •:w is rdjaeont to yours, isn’t it? 

A Two over. 

0 Who Lr /iitcholl, Kutobinn? 
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Q Were they a broker through when you had pur- ' 
Chased Piper stock on the Hew York stock Exchange? 

A Yes. 

Q What happened at the meeting with Mr* Hawkinson? 

A when Z arrived at the meeting it had just started 
and Mr. Siegel was telling them about Chris-Craft and about 
our leisure tiiae concept, and that led into the light 
aircraft business and into the 100,000 shares of Piper 

i 

Aircraft that Technology Fund owned. 

Q Was ther-' c dlacuosicn about Piper with Mr. 
Eswkinson? 

j A Yes, there was. 

Q In substance, what happened in that discussion? 
What w&j it about? 

A "iitre waa & discussion about our b* ing Mr. Hawk in - 
sou's stock., sue’. Kt offered Mitt $60 a share and. I chink he 
said ha wasn't intarestml, ar.l then we offered him what I 
called the wst-faverod-nation clause, that is. if we were 
to tender for additional shares at a higher price we would 
giiQ him the difference between .$60 and thj higher price 
wher and it wo macs such a tender, ir.d he said he wouldn't 
bs interested, in that, that wouldn"t be buying his 
shares yarenr v* vTire *;Oing to buy the balance end ws would 
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ham to pay S 65 a share to gat control and that la what ' 

"* «mld have to pay him to gat hi. ahara, and that wculd 
h* a11 *• wouW *>• interested in. 

0 Do you ronamber what tha aarkat prioa of Piper 
waa on tha Kaw York Stock Exchange than? 

» teound 57, or lower than that — X a. not aum - 

“°* lt Wl ». I think, at that point. 

Q khat did you aay? Did you agree to buy hia 

■hares? 

* *••• In tha morning we had called our diraotora 

to gat a feal a. to what the reaction of the board would 
be, to sound thorn oat, what they would do If he had agraed 
to call, so I was pretty sura I was In a position to 
ngtee to bay his stock, it was subject toour confirming 
with our board of directors bat I told him that I had 

pretty wall sounded time, cut wa ware going to gat that 
approval. 

Q Aiicxiantaily, you n*entionod Mr. Sharlll was on 
tha bocud. 

othsr fewetsst banker oa your 

board of directors? 

w Yoe ' ' Vru50r,i ^vpf, or bojfc, Islioadoa w£.s a director. 

Q who ware the irv.^tmnnt bankers of Chris Craft 
st tha>. time? 
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A Iioab, W'oad.B and 8 hi.Ida. 

r 

0 What happened after Mr. Havkinson was told that 
Chrie-Craft would buy his stock? 

A X started drafting the documents. 

Q FOr the purchase of his stock? 

A Tec, and also for the tender offer, we were 
working on those documents too. 

Q Whs:* wan it decided to make a tender offer? 

• ✓ 

A At the name time that we decided to buy his * 
stock. 

Q Did you consult your directors on that subject? 
A Y*s, we did. 

Q Who consulted the directors? 

A X tnink Jim Rochlis made some of the calls. 

Barb Si ^col made come of the calls, X made come — X «*■*+ 

~ fewer hacaujo Z was busy with the documents. 

Q Was t:*ero a discussion of the terms of the 
toruler -jffer to be made? 

A Yes. 

Q Was thsre discus a ion of the number of shares 
for v»h' * /. yor should tender? 

A That MSB one of the major items of discussion. 

Q With whom? 

A Jim Rochlis, Herb Sit^gsl, Virgil Sherill, Armond 

** 
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Q Did you participate in these discussions? 


A Yes. 


Q What was said on the number of shares to be 
tendered for? 

A Well, 7. said the object was to get control, which 
was, Z think, 620,000 shares. WS had 200,000 and 620 
more would give us control, and Mr. Siegel said that 
the best way to get the 620 was not to put that in 

the tender offer because people would be discouraged 
if the r.umiwx was too high, people would be discouranged 
from teausring- 

Z think I then suggested 500,V00 shares, all 
or nothing. 

Q What do you mean by all or nothin?? 

2hat either we wouM get SCO shares or we wouldn't 
take any. Both Mr. Rocklin and Mr. Siegel — hr. Rochlis 
in particular, who had had experience with thi 3 — said 
that purol'i didn't like to tender into tender offeri un- 
Icss they I:r.ew thotfr shares wore going to be accepted and 
tkay didn't wart an unknown situation, an v-nr- pacified 
situation, where tley would tender and they wouldn't know 
that shares would be accepted, that all or nothing 

waa very dc/vnatehifcg to a tender of T r. 
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Mr. Siegel suggested 300,000, with no minimum, 
end we walked with Mr. Sherill and with Mr. Erp£ on the 
phone about it and the 300,000 with no was the num- 

ber that ultimately prevailed. 

Q Has there discussion of the right of overage? 

A Yes» — there was never any discussion over it 

because the main object was to get to 620. Right of over¬ 
age was crucial to it. He didn't discuss it, it was settled 
at the beginling. 

t 

0 Waj there a discussion of the price at which you 
should tender? 

A Yes. 

Q What was said on that? 

A $05 was the price necessary to go to to get 
Technology Fund, and that was theprice that was determined 
on. 

Q For the tender offer? 

A That wac the price that we felt would be neces- 
sary to cot control of Piper. 

Q V'as there discussion of how you would finance 
yowr purchases pnrsrv.nwt to the tender offer? This is on 
the 22nd. 

A YCG. 

Q Fhat wan said on that n-bjuct? 
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A Well# Z was under the impression, and Z 
it sis correct at that tine, that we had enough funds with* 

I out — 

THE COURT x Are you answering a question about 
what was said or in reference to your impressions? 

THE WITNESS: Z was, but I shouldn't, 

THE COURT: Please answer the questions, 

Q was there any statement of what funds were avail¬ 
able fox.the tender offer? 

• • I 

A Yes. 

» i 

0 With whom was the discussion? 

A With Herb Siegel and Virgil Sherill. 

Q We? this on the 22n£? 

A Yes, 

0 Did you participate in the discussion? 

A Yes,. I did. 

Q What was said on that subject? 

A I said that it vrould Lr eerier from the financing 

point cf view — 7. f?r.id vwi had not *- 2 t Ri'L’anjtid for financ¬ 
ing for shares beyond 300,000 ir the tender of for, that we 
world ha-r© to disclose in the t*.nd«jr offer — if wo were 
to go :?cr 0C0 shares then we would have to disclose the 
fact tnz.t 'm had i?ot yet arranged for financing and that 
that v/i'.iii a minor point to argue for the 300,000 shares rathsz 
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then the 500*009 shares* 

Q You say you had arranged for the financing for 
300*000 shares. 

what arrangements had been made? 

A ffe had $10 Billion in excess funds at that point 
it' tine and ue had just raised $25 million in a convertible 
debenture offering and me had expectations of borrowing' 
bank monies if we should need additional funds in our busi¬ 
ness. Zt was January, which is the time you begin to build 
inventory for the boat business. 

KR. Lit* AN • if we can break here, your Honor, 
it is one o'clock. 

TIE COURT: Could we finish just what the talk 
was on January 22nc? 

Q U&9 there further discussion on the subject of 
financing on the 12nd? 

A I can't think of any that X have not covered. 

THE COU!*.T: So the only person who spoke was 

you? 

THE WITNESS: The only person whose conversations 
Z remember vividly Z am afraid are my own. Mr. Siegel 
said if ary additional monies vara reeded ha would raise 
it l'roir Philadelphia National Hank, he way sure. 

Q Did he tell you he held made arrangements to raise 
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MR. PENKOYER: Objection. 

TBS COURT i What mi said? 

A Be told me that he had talked with Bob Potts about 
how such additional money — Bob Potts is the executive 
vice president of the Philadelphia National Bank — that he 
had talked with Bob Potts about how much money w e co u ld 
expect tc borrow free the Philadelphia National Bank in 
the evfcat we #*re to acquire a very large company with 
the proceeds of our convertible debenture offering and with 
the other cash — liow much money we could expect to borrow 
from the Philadelphia National Bank, and Bob Potts told 

i 

hie that our balance sheet and earnings would justify 
$15 million of ba?Jc borrowing. 

Q Was there discussion of whether the 15 million 
was necessaryibr 300,000 shares? 

A Non* whatsoever. 

THE COURT: Have you sow given the complete 
discussion as you recall it? 

A Are you referring to the discussion oet&een Potts 
and Sifcgel earlier? 

Q No. I was referring co the discussion on the 

22nd. 

A Oh, not that T participated in. 
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Q You did not participate in the discussion between 
Hr. Siegel and Mr. Potts earlier? 

A Mo. 

0 Have you now given the Court your recollection 

« • 

ofall of the discussions on the 22nd with respect to the 
terns of your tender offer? 

A Z think Herb Siegel nay have said — I an sure 
he said he wanted to call Bob Potts and tell hin we were goln 
to nake a tender offer. 

Q Be said that on the 22nd also? 

A Yaa. 

Q Anl when was that, before or after you net with 
Technology Foul? 

A After we net with Technology. 

THZ COURT: Is there anything else that was 
said about financing the shares either as to the first 
30C/000 ehnras or any contemplated addition, on the 22nd? 

TBS WITNESS: NO. 

THE COURT: All right, we will break for 
lunch. 2:15. 

{Adjourned to 2*15 p.m.) 
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2.15 P.M. 

MR. LIMAN: During the recess, your Honor, we 
narked as Exhibit 29 for identification copies of Piper's • 
annual reports as filed with the SEC from 1958 through 1970. 
Z should state that the expert testirony is based in part 
on these reports and Z am marking them for identification 
as a group now and we have turned over during the recess 
the tables that our expert prepared, including tables from 
these documents. 

I 

That is Exhibit 29 for identification. 

Exhibit 30 for identification is a draft dated 
1/22/69, of a tender offer. Exhibit 31 *or identification 
is a draft of the same date, 1/22/69, of a letter of trans¬ 
mittal. 

Exhibit 32 for identification is a marked-up 
* scheduls 13-D. 

Exhibit 33 for identifier tion is the tender offer 

for Pipar. 

Exhibit 34 for identification is the schedule 13-D 
filed on Piper. 

(PExhibits 39 through 34 marked 

f.o c i'inti f. icat ion.) 
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C. LEONARD GORDON, resumed. 

DIRECT EXAMINATION CONTI NUED 
BY MR. LIMAN: 

Q Mr. Gordon, would you look at these exhibits 
(handing). Can you identify Exhibits 30, 31 and 32, please? 

A Yes. They are drafts of the offer to purchase, 
first draft of the offer to purchase shares of common stock 
of Pipe.*. Aircraft Corporation, drafted January 22, 1969, 

prepared by Cravath, with the numbers blank and the price 
blank. 

THE COURT: I would like to ask some lawyer for 
the defendants to explain to me what issue is involved in 
connection with these drafts, if my. 

MR. P3NN0YER: Your Honor, I don't understand why 
Mr. Liman is offering them. They may well become the 
subject of cross-examination in view of certain testimony 

this morning, but I would opposu their admission at this 
time. 

MR. LIMAN: Your Honor, I don't think that the 
qiestion has been answered. They have proposed as a con¬ 
tested finding tlat Chris-Craft prepared its tender offer 

some time prior to the 22nd and submitted it to the ndvertisii 
agency v^ior thereto. 

THE COURT: why do you have to prove the opposite 

SOUTHERN DISTRICT COURT REPORTERS 
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of that? 


MR. LIMAN: I don't intend to cover 99 per cent of 
their elaima, your Honor, but it seems to me it is just as 
-asy to cover this one right now and get it out of the 


THE COURT: it doesn't get it out of the case, 
it gets it into the case by putting it that way and I am 

not sure it doesn't get ue into something totally irrelevant 
and immaterial -- 

MR. lima:.; I would agree it is totally irrelevant 
and immaterial — 

THE COURT: Then if it is totally irrelevant and 
immaterial, the objection is sustained at this time. 

BY MR. I.IMAM: 

Q Mr. Gordon, would you tell me what happened on 
January 22 , IS 69, with respect to Piper? 

A Ws made a tender offer for Piper Aircraft conon 


stock. 


Q When was that announced? 

A It vas announced in the morr;ing. 

-v Q Of the 23rd? 

A Of the 23rd. 

Q ;lic herr* ecr'e a ttma when you met with a represent 

ti /a oi ; PiperT 
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A Yea, on the 24th. 

Q When was that? 

A On the 24th. 

Q Where vaa the meeting? 

* 

% 

A At the office of LoebRhoadea a Company. 

Q Waa the meeting arranged at somebody'a request? 

A Yea. We asked —- 

Q At whose request? 

| 

A Chris-Craft. 

i 

Q Who was present at the meeting? 

A William riper, Jr., the president of Piper Aircraft 
and Charles Poole, the treasurer of Piper Aircraft, Paul 
Miller of First Boston, Armond Erof of Loeb Rhoades, Herbert 
Siegel and myself. 

Q What happened? 

A Mr. Siegel and 1 arrived at the meeting after it 
had been going on for about five or six minutes — we were ’ 
waiting outside and we were introduced to Mr. Piper and 
Mr. Poole and Mr. Siegel was asked to tell Piper something 
abort Chris-Craft. He started telling about our company and 
Mr. — I think it was Mr. Miller who said they had heard all 
of that from Mr. Erpf and they asked us how many shares we 
had, and we told them we had 200,000 shares, and he said 
that we had a tender offer for additional shares, that it 
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might be successful, it might not, and that if we were 
successful in acquiring more shares and they mere un¬ 
successful in merging away, which they were trying to do, 
they would be looking for other partners — if we were 
successful in getting our shares and they were unsuccessful 
in merging away, that would be the time to meet and that 

» 

the time was not now, and I think I gave them tickets to 
the boat show that w?.s in session then and we said good¬ 
bye. 

Q Did there come a time when you tcc»k steps to arrange 

\ 

some additional financing in connection with your tender 
offer? 

A Yes. 

ya. PENNOYER: Your Honor, I object to the leading. 
THE COURT: Overruled. 

Q When was that? 

A Thare were two things — there were two steps, 
and ona wis taken shortly after the offer was commenced and ' 
the jthor vat tatou on the 29th. 

Q What wer;» the steps? 

A One step was to arrange for $15, <*00,000 of bank 

financing Sven the Philadelphia National Eank, and Herbert 
3iagei was in charge of that. The other was to arrange 

for additional financing to purchase excess shares over 

9 

/ 
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I called I.W. Burnham, of Burnham t Company, on 
the 29th, i believe it was, or the 28th — I don’t recall 
exactly new and told him that I was concerned that we 
would have the control of the company tendered to us, now 
that I could see the price of Piper was low, and that I 
wantad to take all the shares that we could get and wanted 
to arrays the financing with him, and I went down to his 
office -i-cl net with him and Dree 3 Woudhuysen. 

Q A".d what happened? 

A First I ;:.at with Drees and with Tubby and we talked 
abort the tender offer and what Chris-Craft was proposing to 
do and they said they thought they could get us the money and 
they arranged for ft over the weekend. 

TOB COURT: What did you tell them Chris-Craft was 
proposing to do? 

tue WITNESS: I told the m we were proposingto get 
cone r o.l of Piper Aircraft. 

Q Did you discuss with tiem how much money you 


needed? 


Y«*s. 


!«het did you azk for? 

$‘< 2 , 000 , 000 . 

How did yon arrive at that sum? 


SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 

r ' 0U -' r SWAPE, N.Y., N.Y. 50007 TELEPHONE: CORTLAND 7-4580 


/ 


( 







Gordon-direct 


1201 A 


A It was the difference between — it is $65 a share 
tines the difference ~ 500 to a majority. It was 820- 
some-thousand shares. I think it was 320,000 shares times 
$65. 

Q You asked them to arrange this financing and what 
did they say? 

A Tney said they thought they could do it. 

Q Did the/ itport back to you? 


Q Who did? 

A Dvoes Woadhuysen called me on Mc»n-ay, 

Q W».r>t did ha say? 

A said chat he could arrange the financing — that 

he had arranged tha financing. 

Q Did ha discuss teras with you? 

A Yep. They were very favorable. 

Q Did you ever make — vhat were the terras? 

A I think it was 7 per cent interest and warrant 

coverage of, I think it was, only 22,000 warrant shares, 
and tha of the ir»*n would he -- I third; it was to a 

maximum o* 2 ( months. I said i wanted th- ee vears but I 
think he had months. 

C Did you over enter into that loan? 

A No. 
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Q Why not? 



lia 


A Because the excess shares were not tendered to us. 
Q When did your tender offer close? 

A February 3. 

0 How many shares did you get —- roughly, 305,000? 
A Yes. 

t 

Q And you took them all? 

A we took them all. 


0 Did there come a time during the period that your 
tender offer was open that you heard the name Grumman? 


A Yes. 

Q Whan, and what happened? 

A On January 29 it ceras across the Dow Jones ticker 
Piper Aircraft had entered into an agreement with 
Grumman Aircraft to sell to Grumman 300,000 shares at $65 
a share. 

Q Did that announcement become a subject of any 
discussion at Chris-Craft? 


A Yes 

Q State what the discussion var, and with whom it was. 

A 5’bece T*ere numerous discussions between Herb Siegel 

and Jim Rcchlls and myself, Virgil Sherill and Arrnond Erpf, 
and I think fcha board meeting, as a board — it might have 

been before the board meeting or after the board meeting _ 
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about the Grumman contract. 

# i 

Z told the board, the director*, that under the 
terms of our offer this gave us the right to terminate out ' 
otter. Our offer stated that if there was a proposed change • 
in the capitalisation of Grumman we would have the right to 
terminate our offer. 

Q ’ Z think you misspoke. You said proposed change 
in the capitalisation of Grumman. 

* * i 

A Z did mi j speak. If there was a proposed! change 
in the capitalization of Piper, we had the right to terminate 
our tender offer, and I advised them that we would have to * 
consider that. 

I also tcld them there was great concern by all 
of us that this was going to interfere with our tender offer 
and make it unsuccessful. I know Z in particular thought 
thiu wasn't such an unfavorable development from^one aspect, 

. because this vss an. insurance policy: Grurman was an 

insider in the airplane industry and they were ready to * t 

• * . . ! 

pay $65 a share and the price we picked apparently was 
right and they wouldn't have entered into this, Z didn't 

, V ’|v*' • 

think, unless they were prepared to take ts put. 

Q You are giving us your thoughts r* •> I- 

A ‘to, thin was the subject of discussion. 

Q Did you over take any steps to stop the Cmmman 
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A Tee. 

Q What? 

A we brought an antitrust action against Grumman. 

MR. LIMAN: The Grumman press release, your Honor, 
is finding 37, and I will direct your attention — 

Q Mr. Gordon, did you make a decision to proceed with 
your tender offer notwithstanding the Grumman announcement? 

A Jce.;. At the first meeting we decided to defer that 

decision and then we finally made that decision the evenin 

our ignite offer expired, 

® ^ a copy o2 thz Gronroan agreement at 

that tin..?/ 

A Wo. 

Q Did you n *k» any efforts thencr subsequently to 

gut e» copy of it? 

A Yet. vt s tried to get it in the antitrust action. 

We caked for it, searched the files of the Commission, of 
the SBC, and the stock Exchange, but I never got a copy of 
that until I }:<scsne a. director. 

Q Of Paper? 

A Right, <r March. 

Q 'than o that? 

A In :’arch — so;r a time *.-stsr March. 


i-v’.":'H£RN DISTRICT i.i.hi' A&i uRi'tuf 
United States Gjurt house 

Ms*!W(««,rv.kv. moo? rsuwow, conu»Mii 


apll 


Gordon-direct 


1205 A 


122 


Q I will show you Finding 40, which is an uncontested 
finding, and direct your attention to (a) and (b) of Finding 
40, which avmmari’ses portions of the Grumman agreement, 
and Z will ask you whether or not you were aware of those 
provisions in the Grumman agreement at the time you decided 
to go forward with the tender offer, to continue the tender 
offer? 

MR. PENNOYER: Objection. 

TEE COURT: I will allow him to answer. 

A I v/iis not aware of them. 
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Q Rad you known of these provisions, would it hews 

i* 

affected your judgment on whether to withdraw the tender 
offer or conclude it? 

MR. PENNOYER: Objection. 

THE COURT: Overruled. 

A Yes; it would have. 

THE COURT: Why? 

Q Why? 

A Because it indicated to me ~ this indicates to 
me that Grumman, which is an insider in the aircraft business 
which is being offered Piper control and control of Piper at 
$65 a share, is unwilling to take it at that price. It . 
would have given me grave pause if I had known that. 

THE 'OUR'T : It didn't give you pause in buying the 
fir3b 5000 shares, for any reason? 

THE WITNESS: No, sir. 

THE COURT: Didn't you make any investigation before 
as to the type cf business you were going into before you 

committed 1,000,0 00 ? 

THE W-TiSFGS: Yes. 

THE COVJRi: what w,is pew in this Grumman thing 

0 

that came ov:t that changed your mind as to your 3 tatus as 
a stockholder ? 


THE WITNESS : We were making a much bigger invest- 
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nent* We were taking a much larger position. 

the COURT: This is not a matter of hindsight as 
a result of failure to obtain control? 

THE WITNESS: I don't think it is. 

Q Why would it affect your judgment that there were 
these provisions in the contract? I think that is what the 
Judge is probing you on, Mr. Gordon. 

A These provisions in the contract make that contract 
my interpretation, effectively nothing more than a call on 
Piper stock, and it would have affected my judgment to know 
that Grunroan was unwilling to make this investment without 
further serious investigation. 

Q To make it perfectly clear — 

A Grumman knew this company. 

Q To rtiake it perfectly clear, at the time you made 
the tender offer there vas no Grumman agreement; is that 
correct? 

A That's correct. 

0 And you are not saying to the Court that you maae 
this invortmert because you relied on the fact that Grumman 
wa3 going to make a deal with Piper? 

A k?o. 

Q Whe t * re vou saying? 

A I an, saying that if I had k -.own facts about 
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the Grumman contract at a time when I had the right to 

terminate my tender offer, I might very well have terminated 
my tender offer. 

Q Now, incidentally, I note here that you used the 
word "Tubby" when referring to Burnham ft Company. Tubby 
is Hr. X.ff. Burnham; is that right? 

A That's the name he's almost universally called, 
for reasons which are no longer true, X think. 

Q What did you do on February 4th, the day after 
yon tender offer closed? 

A We went to Lockhaven, Pennsylvania, and tried to 
vote our shares of Piper stock, our proxies, and we met with 
great resistance. we were not allowed to vote our shares. 
The 3haros v*re impounded and put in a bank — all of the 

shares were put in a bank by the independent judga^of electici 

of the Corporation Trust. 

Q There are stipulated findings on the objections 
to your voting your shares. w„ 3 there ar.y discussion at 
the annual mooting by Piper of its company, its products, 
its plane#, and so forth? 

A Yes. 

0 And do you recall what was discussed and oy whom? 

A Mr. piper discussed the business of the company 
in favorable terms. He discussed the Navajo and the 
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A The board of directors of Chris-Craft. 

Q And do you recall when, approximately, that took 
place? 

A There was a meeting on February 7th, where we 
determined to proceed, and then another one on February 15th, 
where we determine! — redetermined to proceed. 

Q Now, it’s a stipulated fact in this case that 
on the 15ch you filed a registration statement upon your 
exchange offer on February 20, 1969. Who prepared your 
registr r -itica statement? 

THE COURT: That is not in the stipulation. In 
the stipulation it*s February 27th. 

MR. LIMA* 1 ; I thought I said February 27th. 

TJE WITNESS: No. You said the 20th. 

I4R. L1KAW: I am sorry. 

Q W!ie p-epared your registration statement? 

A It was prepared — 

0 Wan it prepared under your supervision? 

? Under ay supervision. 

Q v-t V ;no :,ay decision irf.de at thc.t time an zo 
rvVuic yo pcit.l ace of securities would be? 

A h-j. 

Q I mi 11 direct your attention to Finding 82 (b), 

which is ;ncontested, and which is proposed by Piper, and 
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I direct your attention to the language which appears in 

your preliminary prospectus as filed and as quoted in 
Finding 82(b). 

A Yes, sir. 

Q Did you have any discussion with Mr. Siegel con¬ 
cerning the subject of that part of your prospectus? 

A Yes. He asked me whether we could buy stock 
during the registration period. 

Q And what did you tell him? 

A I told him in my opinion we could and that I would 
check witn Cr&vath, and they concurred. 

Q D..d G^ris-Craft, after it announced its exchange 
offer on February 27th* nakc any purchases of Piper stock? 

A Yas. 

Q Do you know how many shares it purchased? 

A 9x09 shares. 


Q And did there come a time whan it stopped pur- 
charing? 

A Yen. 

Q Why war that? 

A Oa April 7th, the informed us of its position, 

which wa-j that it was not lawful to buy stoat. 

Q You say the SEC inferred you. Where was that? 

A At the Commission, in Washington. 
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Yes. 


Q And what was the occasion of the meeting? 

>- The Commission ailed — called us and told us 
they were — they waited us to come down to a meeting at 
the Commission. They told us they were calling Piper 
to come down to a meeting at the same time. . 

Q What was the status of Piper at that time. Piper 
stock? 

A X don't understand your question. 

Q Well, had something happened to Piper stock in 
the period — 

A Oh, yes. 

Q — that period? 

A Oh, y?3 Piper had just issued k large block of 
stock to purchase Southply, a plywood company, and U.8. 
Concrete Pete, and the Stock Exchange had suspended trading 
and brought an action for delisting, and I think it was no 
longer being traded. 

Q All right. On She Mew York Stock Exchange? 

A On tha New York Stock Exchange. 

Q Who was present at the meeting at the SEC? 

A There was Herbert Siegel and myself, Sam Butler 

of Cravoth. You were there, and aoout t Qi ^ members of the 
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staff of the Securities and Exchange Commission. 

Q And can you tell me what was said with respect to 
your purchasing of stock of Piper? 

A They said that they took the position that we 
could not buy the stock under Rule 10(b)(6), and if 
wo continued to buy it, if our counsel's opinion turned 
out to be right, we would be right, and if we were wrong, 
we would be wilful, which we — 

Q What if anything did you say? 

A Well, Z think Sam Butler at that point — 

Q Who 13 Sen Butler? 

A Of Cravath. — immediately amended his opinion 
to Mr. Siegel and told him that he better stop buying stock, 
and Mr. Siegel asked if he could U3e the telephone right 
there to pull 3cme orders from the floor, and they said that 
he could use the telephone dot-ms tairs, which he did, later. 

Q Was there anything else said cn the subject of 
the purchasing of Piper stock? 

A Yes. Mr. Siegel said that he hud lived through 

this once in the Paramount situation, where we were not 

allowed to buy stock, and the other side was not allowed 

to buy stoc*'. He e.3?ced them first Piner would bo allowed 
to buy utock, unci they said absolutely not; they would be 

put under prohibition, too. he said wo had lived through 
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this in the Paramount situation, where he hadn't bean allowed 
to buy stock, and the other side hadn't been allowed to buy 
stock, and we got third parties to buy the stock, and would 
any third party be put under this stock injunction, and we 
were told that Piper would not be able to avoid the stock 
injunction that way, that this buying had to stop* 

Q And after this meeting at the SBC on April 7th 
and during the periodthatyour exchange offer was open, 
did Chris-Craft purchase another share of Piper? 

A For cash — 

Q For cash. 

A For cash, no. 

Q When you 3ay "for cash," what did it do? 

A We want forward with our exchange offer. 

Q Cut ycu made no purchases outside of your exchange 
offer? 

A Nervi at all. 

THE COUF/ 1 : Did you keep your S100 shares? 

THE Tuyjirss: Ves. 

THE C0UR1: Did you offor the tender back to anybody 

TBS WITNESS: No. 

70URT: Whan dirt vr. Siege: gat the advice in 
Paramount sit nat ion not to buy stock during the tender 
offer? What was the — 
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THE WITNESS x In the Paramount situation it was not 
advios not to buy the stock during a tender offer. It was 
a stipulation between the parties not to buy stock. 

'.HE COURT: Was that the result of legal advice? 

THE WITNESS: Yes, but not a 10(b)(6) situation. 
r t What was the circumstance in the Paramount case? 

A We were waiting — we were awaiting trial on an 
injunction that Paramount was seeking, and the question was 

i 

v^etliar wt wo'id stipulate to an adjournment of the hearing 
and in c-rder to get an adjournment of the hearing, all 
parties ag.ro-rd nc»t to buy stock. That was part of the 
negotiated stipulation. 

Did it he 1 '<i anything to do with 10(b)(6)? 

A «otiling r.t all. 

Q Hr- Gordon, you said that your practice was 
it the securities field before you came to Chris-Craftj is 

correct? 

A Yes. 

Q Can you tv*ll me whether or r.ct at Jris time you 
were aware e? ary published interpretation by the SEC that 
10(b)(6) applied to purchases of a target company stock? 

MR. RYAN: I will cbject to that question, your 

Honor. 

MR. PENN0Y3R: I join in that. 
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THE COURT* You may answer. 

A I was not aware — ' 

THE -OUET: On the state of the misconception. 

A (Continuing) I was not aware. 

Q Do you know when you first became aware that the 
SEC took this position? 

A On April 7th. 

Q Do you kicw when yov first — 

MR. LIMAN; Strike that. 

Q M,at was the first published release by the SEC 
of which yc*.. ware aware of on this subject? 

A I chink it was March 25th in their — they had a 
release in iiarch, shortly thereafter. 

Q 
A 
Q 
A 

oat. 

Q 
A 
C 

package of securities would be contained in your exchange 


W?U, March isn't shortly after April. 

May. Pardon me. It was in May. That — 
\l^l, there is a stipulated fact. 

It *<as ir. April, lat^ in April, that they came 

THE COURT: Wasn't it May 5th? 

TFE WITNESS : Yes. 

Hew, whe." did ycu become a direc ,:or c£ Piper? 
25'h. 

^ co.T.e & ti r 'Yi when you determined what 
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0 

A Yes. 

0 And when was that? 

A Shortly before May 7th. 

Q And what ha; >ened on May 7th? 

A On May 7th we filed an amendment to our reglstratio 
statement, furnishing the package, among other things. 

Q Ami did you make an announcement of what your 
package or that day? 

A Yet. 
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q .Now who participated in the decision of what 
package you would offer? 

A Sherill — well, Arroond Erpf, our investment 
bankers, and our board* 

Q Was there any discussion of what value the 
package you were proposing to offer would have? 

A Yet*. 

Q Aud with whom was the discussion? 

A lk. Erpf, Mr. Sherill, our board. 

G iu,.d what was said on that subject? 

A ttell, it had to have a value, that the market 

value v:r.:5 highor* than the market price of the Piter 
stock. 

g And did they express an opinion as to what the 
value \tbR of the package that you were offering? 

A I’l 3 . 

Q Vlb?t did they tell you? 

A They said that it van between 75 and 80. 

Q Did you. make any announcer ants then to that 
effect» 

A No. 


illiE COURT: VJbet Wc/.i the yardstick you us^d for that value? 

•tie vflsriESS: They used ♦•.ho conversion —* we 

had a profened stock, and they would take the value of 
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our common ctock as converted for the preferred, v that 
w«3 in the market place, and they gave a five per cent ’ 
premium for the preferred nature of the stock. 

They had a formula for the warrants, which was 
40 ?er cent of half the difference between — i think -- 
1 am not — if I an stating it wrong, it will work out 
bizarre ~ halt' the difference between the exercised 
price end tha market price, and then they gave a discount 
to that iccx-so the warrant wna a five-year warrant. 

COURT! I»ad that valuation been placed upon 

a eo-callad judgment rather than on prices obtainable 

in idle .*.:nrkc;? 

the witness: yas. 

T.I12 COURT j is that a fair way of valuing a 

package? 

TuE WXTKE3S: Pair to v/hom? 

< i 

THE COURT: Fair to yourself. 

TEE WITNESS: Yes. 

BY I-'JR. hlMMUt 

Q Yov nay that you didn't make an announcejaent of 
the vali* t of this package? 

A *>!o. 

Q Whet was the purpoce, then, of having discussions 
al.cut the* value? 
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A Because we knew that the package would be 
evaluated by Wall Street and we wanted to know what they — 
haw they would evaluate it. 

Q And why did you want to know that? 

A That would affect the success of the offer. 

If they evaluated it too low they wouldn’t advise pooplu 
to tender, and you would have an unsuccessfil offor. 

Q how you mentioned that your offer, which the 
Court has described on, I believe, on finding 64 — 

MR. LI&J.'J: I would note, your Honor, that 

the way in which the offer is 3teted in 64 is in terms 
of the split stock of Chrir-Oraft. Chris-Craft was 
splitting its stock during thin period anti the registra¬ 
tion etotaaer.t it'elf — it was a Lwo-for-ono split, ho 
that tlic registration statement that your Honor has I 
thick it is state1 in terms of 1.2, convertable into 
1.2 eh>u:eso£ common and one warrant, anu this is 
restated in terms of the post—split s ock„ 

Q hr.dyju issued any warrants before this. Hr. 

Gordon: 

A Ye«. 

Q War t.r*e*-'a any trading in any of your warrants? 

A Nc, 

Q Tc whom were your warrants issued? 
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Insurance companies and the Pord Foundation. 
Institutional lenders to you? 


Yes. 

Had you issued this two-dollar preferred stock 


A No. 

Q So there was no trading in the two-dollar pre 
ferred stock, eitiler? 

A That' 3 correct. 

Q couuucn stock was listed on the New York 

Stock lxc.v?.ags? 

A ifes. 


Q K i* was May 8th a day that stands out in your 

mind? 


A Yee. 

Q A*d did you reed the Bangor Punte announcement 

that d ;y> 


A Yes, I did. 


Q And do you recall wh-:*t. happened to the Cluris- 

Crift r.v.cc.h following the ' now Jones announcement os that 
offer? 


. k. RYAoJ. Objection. your Honor. 
A Yes, I do — 

Q Be yo;\ know? 
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HR. liman I You know, Mr. Gordon, there it 
objection and you ahouJLd wait. 

THE WITNESS: X apologize, tir. 

Q What happened to your stock? 

A it dropped. 

Q Do you remember by how much? 

A Four points. 

Q Dii the board of directors of Chris-Craft 
decide to do something with respect to the offer? 

A Yes. 

Q Following that? 

A Yes. 

Q And vjhat did you decide to do? 

A 17a decided to sweeten the offer. 

Q And who participated in that decision? 

A Ouj: board of directors, whichincluded two 
investment bankers. 

Q And what sweetener did you decide upon? 
p e <‘dded ten dollars irs cash. 

Q And how did you arrive at that? 


share. 


A It was to bring our offer up over 80 dollars e 


SOUTHERN DiSTRiCT PXK7 REPORTERS 
United States Court house 
•sRUARe, N.Y, N.Y. KX07 TELEAKOME: COfcrtANO M580 


f 


1 


Gordon-direct 


1223 A 


2 

3 

4 

5 

6 

7 

8 

y 


10 

11 

12 
13 
U 


15 - 

16 

17 

58 

19 

2D 

21 ji 

*1 

23 

2* 




23 v 

? 


pj-6 


X41 


Q Did you make an announcement then that your 
offer was worth more than $80 a share? 

i 

A No. 

Q Who told you, if anybody , that your offer wa 3 
worth $80? 


A They told us that our offer would be valued at 
080. N-icody told me that it was worth $80. 

Q Klso told you that it would, be valued at $80? 

A The investment bankers on our lioard. 

Q Awl you drew a distinction between worth and 
velue? 

A Yeti, very definitely. 

0 tflat dc you mean? VJhat did they tell you? 

A That We.ll Street experts would value this offer 
at mors than $80 in their opinion. 

*’h"S COURT: I didn't understand v;liat you were- 

saying. 

D.Ui you say that you added the ton dollars 

ar a swaei:.erv« t o maize the offer valued at above $00? 

T-1'2 WITNESS: Yea. 

Chi COURT: Or valued at $00? I didn’t get 
what you said. 

•TJUS WX3RESS: Well, there is a range in here. 

I think i i • as either at or about $C0. Nobody c:';ld be 


; / 
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very — 


T HS COURT: Was it to meet the ether offer or to exceed 
the other offer? 

THU WITNESS: To exceed. Nobody was sure it 

would. 


TIIU COURT: And the other offer spoke of a 
peckaga value in Uh* judgment of First Boston at $B(? 
'W WITNESS: Ye 3 . 

THE COURT: And your intention was to exceed 
that offer*. 

TiiE WITNESS: Yea. 


Unccntv.-j 
offer vai 

tht- day ; 

errhaneje 
BY MR. L'i 


THE COURT: All right. 

iHi. LIMYN: i direct your Honor's attention to 
' iad rinding 80, which refers to the fact that the 
sweetened by the tan dollars on Hay Ki, 1S61, 
following the effective cate of Chris-Creift' s 

Off 'TOT. 

Cii.htf : 


Q 

e f ter :\t 
A 

e 2.3 (d; 


Tc.. the**e a reason that you waited uutii the day 
w.vma affective to sweeten, Mr. Gordon? 


Yea. 

> 'c ause 


It is a to laical ruasen. We had to file 
t was a cash nov>, and the Commission 


took co^tior 


♦■hat it w.ts under the cash tender 


StUTHERN Dtf 7fr!CT <7.*jP , 7 »-: ,r f J v^TLr!'i 

U4|Tff0 STATES f >K 

f kWAae, liY., N.Y. <0007 TELEPHONE, OOptIamD MS® 







pj-8 

rules. 


Gordon-direct 


12254 


0 


Q But when you finally announced tliat it Mould 
become effective, you first announced your offer aa 
sweetened» is that correct? 

A our first announcement was of the sweetened offer, 

yes. 

0 At the time you fixed this offer with the tea 
dollars in cash, aid you know what securities Bangor Punta 
proposed to offer to the public? 

A Nc. 


Q to. Gordon, when did it come to your attention 
that Bvmror Punta was purchasing Piper stock for cash 
after it rr.dc, its May 8th announcement? 


A On the iSth of May. 

Q 2nd ho? did it come to your attention?: 

A It came acrcos the bro >d tape that Lunger Punta - 
we_I, it. v *r actually called to my attention earlier that 
Bn-:jo:r Punta may be purchasing stock of Piper. 

1 rl ' kei you how Jt cane to your attention thac 
ih<_/ n< C purchased stock. 


P. 

0 

A 


On May 15 th it ccmo &crotc tae 
' r ' Krv did yov l**rn e.f that? 
Tt came — a broker called me e 


broad tape. 

rsd cold ire it was 


■jU‘ : fUFRN OISTPf'.T <?* H? RO-’ORTlis'A 
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THE COURT} Viiat was coming across the broad 

tape? 

THE WITNESS: An announcement that Bangor was 
purchasing 80,000 shares, I think it was, of stock. 

Q Was it 100,000 that was announced? 

A Yes. 

Q You don't remember whether it was 80,000 or 
100,000 shares? 

A It was 30,000 or more. it might have been a 
hundred. There was a press release, a tickej tape that 
I hau at the time, that I had yesterday. I just don't 

rsaKsxabac right now. 

Q And what if anything did you decide to do about 

that? 

A Weil, we knew that — we had an appointment 
be I ore it came across tho broad tape. We h«.d an 
appointment wo sea Burnie Kortif .ld of ios, aivd between 
when the appointment was made and when we act wily met 
wnli Bo.cn:'.e, the announcement same across the tape that 
Bci.gor runt a h?.ci bought this stock, and Herb Siegol and I 

dj.scutsed this, *.nd he said .© thought that tnat was 
^“-.e’s block that they had bought, and I 3 aid we ought 

to go and talk to Bernie anyhow, to make sure, that he was 

5CVTHCRN CIS TfcCY OJtW7 R£P0*7L*$ 

Uhiteo States Court house 

**** SQUARS.. MY.. MY. W TstCPHONIE: OOrt.ano 7-«60 
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And he \ said that was the swing block. That 
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Q Hr. Gordon, you call him Bemie Kornfold; had 
you ovor not him boforo? 

A HO. 

0 Hava you not him sines? 

A Z not him just that day. Z novor not him boforo 
or aftor. 

THE COURT* What did he say, "Call no Bornlo"?' - 

THE WITNESS * z picked up what the newspapers 
call him. They all call him Bernio. 

Q Whan did you decide to bring the lawsuit, Mr. 
Gordon? 

A Shortly thereafter. 

Q It is a stipulated fact then in this case that 
your exchange ofr-sr, as sweetened by the tea dollars in 
cash, waa open from May 16th through July 24th, when you 
became active with another offer for Riper, and Z am re- 
fei ring to th* dates on finding 121, your Honor. 

During that period that this offer that you had 
was outstanding, did you make efforts to solicit acceptances 
of ycur exchange offer? 

A Yea. 

Q Did you personally participate in anyof these 
efforts? 


SC’THERN CISTR'CT CC\»T REFPf’TERS 
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A X made a few phone calls to large stockholders 
to try to persuade them to tender to Chris-Craft. 


Q Do you r member the names of any of them? 
A Just one. 

Q Who? 

A Ellsworth Buck. 


Q Where did you get the names from? 

t 

A From the Piper shareholders list. 

Q Bov; did you get the Piper shareholders list? 

A In Court, in Pennsylvania, after 1 was a director. 

Q Do you remembir what you said to Mr. Buck and 
and whvc he said to you? Do you remember when you spoke 
to iiin? 

A In toy. 

Q After yen ware effective? 

A YM. 

Q What Cfl you say to him> what d.xd he f;ay to 

you? 

A i toldhiw that wo had, Claris-Craft had, a tender 
otfhxx for chares out and asked him if he had gotten our 
pronpeetue, and hn snid h : had. I nnhoi lute if he would 
b® interested in tendering Ms shares to Chric-Craft, and 
he said no, hs wouldn't. Bancor Punta was offering $80 


'KSRN DtSTR'C* CC'.rr R;rrc< v iri 

United sta* e i court Kcuss 
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for his stock, why should ho tender to U3 and he suggested 
wo should give him cash for his stock. 

Q What did you say? 

A Z told him that Bangor Punta was not offering 
$3G but they were offering a package of securities valued 
at $80, and he said, "What's your package valued at?" Z 
said, "I can't really tell you, Z am not allowed to 
teli you and they shouldn't have told you." 

Q Dili you offer to buy his shares for cash? 

A to. 

Q Did you have any success in any of the other 
covwerjatiotv? you ?aade to largo .shareholders of Piper, 
did you got them to tender to you? 

ME. KYiLH: Z object to that question, your Honor, 
unluss he starts listing the supposed conversations. 

TZF. COUP.?* Overruled. 

A Wtv \t v?as the quostior.? 

0 Did any of them say Mat they would tender to 
you, people ye u called? 

A of my phone cal’s. 

Q Co you viraambar what imy cf tner’ srici and. if 
pc. can you ‘enfcffy the utock^ oldors in any v;.y? 

A r . 7. * emember that they aM said they *£ra 

going to v*ic for Bangor Punta a $80 offer. I led no 

S3. -H5RM DKTFJC5 "T"JP7 ^E^ORTESr. 
tiW»T8C STATE*. 1CCJRT HOUSE 

f a*-ICnJARc, N.Y., hiY. ICO® TblephonE: OCrtlam; *4560 
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lucl; with anybody I called. I only made a few phone calls. 

Q Were there other people making phone calls for 
Chria-Craft? 

A At first there were, and then they gave up,. 

\ 

Q Do you know how many shares were tendered to 
Chris-Craft bv the date that it changed its exchange offer 
again, July 24th? 

«i 

A Prior to that date? * ' * 

Q Ye3, si;:. 

A SI,000, approximately. 

Q Why did you wait until July 24th to change your 
exchange off*r again? 

A Vic felt wo could not compete against an unknown 
package, valued at $80. 

THE COURT: When did you conxs to realize that 
thire wau a package valued at $80 and not $80 that 

wa«5 be * I'.cr offered for Piper stock? 

TBE WITNESS: I kr.cv/ it right avay. 

THE COURT: IIcw did you know it, noraly by read¬ 
ing fcho roit'sec? 

TP*? WITMKSS: Z raed cho release. 

'fHE COURT: That is what it muant to you? 

TEE WITNESS: It morni to m? I:hr.fc they would offer 

a pack:-a klit would lie worth $90, yen 

- - " Hlfb" ./•: TRiC T.Al'* r UJf.r- AJff.n i 
UidTED 'States Cou-rrr Houiir 

r Oi T SQvASC, MY., MY. WCtf T fc'UE*«»r- QOar 'MZ " 4503 
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the court* And not $80 for Piper stock? That 
is the other meaning? 

THU WITNESS: it la not the other meaning, it is 
tho am, mining. If there i. . ettma of sg## 

th#n Piper .took vlli .all at 580, or close to it. 

0 You knev they wore not going to offer 880, in 
ea*h, you knew it wasn't a cash offer? 

A That's right. 

the COURT* Wfeat did you understand by the 
words "valued at"? 

the witness* x thought it would have a market 
value, th„t ;>*opI© could sell it at $80. 

the court* Did that connote to you that there 
were only marketable securitise involved there or securities 
as to which the market had placed a price on them? 

TiC WlTtESS* Yea. 

the COURT? Mist dM you urtfexstand by the 

f atter rSntOTsnt in rospaet of the judgment of first Boeteni 

0US fchat *» YOO picking up the wall £t «et 

Journal to find a price? 

' :HS w: - NSSS * iw?*ant to me that it **>uld be 

taa: ' ?80 ' ibnt firet s °aton wouldn't put It* none to some- 
th.mg unless it was an honest $1)0. 

THK C0.J> T* Did that, imlicato a valuation job 


X)t ,/1 HtrfcJ l j 'JTfljtfT . n;, 

UNf i eo &TATg£ -«<i iftT Hooifc 
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rather than a mere examination of a list of market prices? 

THE WITNESS* Absolutely not. It meant to me 
that you would be able to sell your stock for $80. First 
Boston is a very careful firm. 

THE COURT* Sell what stock? 

THE WITNESS* Your Piper stock, that the package 
Bangor Punta was offering would have a resale value of 
$80 so that the Piper stock would reach $80. I understood 
th<- package value* would have been — my own understanding 
war that it would have to be above $80 because of the dia- 
ccvzX factor. 

THE COURT: What I am trying to get at is 
wheiiuar bite words "judgment of First Boston" were just mere 
surplusage ’.'hen you read the release? 

THI WITNESS * To m«s they were at least as im¬ 
portant as the $60 price. They were maybe the most important 
wo>ds tvs s *r. >30 it cave be 1 lav ability to the $80 figure. 

V 

THE COURT: Did it aluo indicate a computation 

wan involved? 

THE WITNESS: Yes. 

TTS COURT : And did it indicate ihat a computa¬ 
tion \<£\? involved beyond a mars inspection of prices 
available? io the market? 

THli WITNESS: It was a computation that would 

SOUTHERN DJSTRU T .OURT REPORTERS 
Um»T£o States Court House 

TOlxY SQUARE, N.Y., N.Y. *0007 v ELEPHwi«: CORTLAND 7-4500 
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have to be related to a price in the market. Z assumed 
if their computation turned out to be wrong, they would 
have to recompute, but that they would have to give it the 
$80 value. 

THE COURT: Are you saying to me that meant to 
you there were no factor® ot her than listed quotation® 
involved in the judgment — 

THE WITNESS: To me it meant the price, because 
you weirs not allowed to talk about price at all, I didn't 
thittk, vni certainJ.y if you talked about price, youhad 
to cieli 731 tlic price and not some imaginary package of 
securities uJiat somebody couldn't sell. 

ini! COURT: Read him the last question, please. 

(Qvration read.) 

THE COURT: — judgment of First Boston? 

i.MiJ WITLESS ? Did wha t mean that to me, sir? 

S-U? COTJFT: Tha states ont that a package would 
bo c-fi'-i’-s! valued at in the judgment of FJLrat Boston $80 
per share. 

D:.d tba’. moan tlraro uuo no judgment factor in- 
voi.vrd in It and t*iat it merely meant to have acme clerk 

pick ov >. iha .listed prices and add teem up? 

TBJ.1 WITLESS: No. 

r . r iE CCU5.T: VJ lit did it "waa — whsit did it connote 


HERN r-cSYf^fC: RT RcfCff'EfcS 
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THE WITN2SSs Xt conr.tod that First Boston would 
pick a package of securities that would have a resale value 
of $80. How they were going to safeguard that, X didn't 
knew# but X nasuuw.d they would rodarve a second bite 
at the apple to safeguard it. That was all I could figure 
out. 

TilS COURT: Clearly it didn't mean it wa 3 merely 
a compilation cf quotations? 

- TS! ITiTKESS: No. 

TJt'i COURT: When you say "no," are you agree¬ 
ing — 

TKZ MffiBES: It was* aot nereiy a compilation of 
quotations.. 


TIC. COURT: All right. 

BY iU. i&MTXt 

Q Mr. Gordon, did you mid comment concurnJug the 
Bangor Xrata off®)' before they announced t-h© securities 
thft would bi intruded therein? 


A Yuti, I did. 


I'R. HYAE: Your Honor, X mioaed the first part 

of that rnoBtion. 

TJTS COUV.T: "rid ycu read cowmen c.' 
la x? '•» pnmtar yos or no. 




p-tsm d:s rrccr 'saw rekkters 
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MR. LIMAN: I have Exhibit 35 for identification, 
a Value Line report, dated June 2, 1969. 

0 I will ask you if your initials appear on this? 

A Yes. 

Q Die you get it at or about the date that appears 
thereon? 

A Yes, June 2, 1969. 

Q Whc gave it to you? 


A It "*>"S3 circulated In our office. 

MU. LIMAN: i would offer this, your Honor, as 
bearing on hr>\r tho $60 words we?e understood — 

1HE COURT: By Value t, ;no ? 

MR LIMAN: That Is one publication, your Honor. 
MR. RYAN: Objection. 

!C>. PSNNOYBA: I otjact. 

TIE COUFT: Sustained. 

W'S. LlMjJSs Your Honor, x wuld like to brief 
thiv pc tab far you because i boUove that on how words 
understood I con show you cases ?hat permit the ray 

ah vhic: Mr.cy; appa.ar in the prcr'.s — 

COUFT: Were your iuvettfsftent judgments ccn- 
tsolifea Mv.t you rrafi in Val <a I-ire? 

I3E WITNESS: Ko. 
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the COURT* All right, you can brief it. 

Q Do you know whether anybody else'a investment 
judgments were controlled by it? 

A No. 

Q Mr. Gordon, when did you learn what the com¬ 
ponents were of the final Bangor Punta package that becamse 
effective on July 18, 1969? 


A Shortly before it became effective. 

Q What if anything did Chris-Craft decide to do? 

A we decided to further sweeten our offer. 

MR. RYAN: Your Honor, I think he should ask 
Mr. Gordon what conversation* he bed. Mr. Gordon seems to 
£>e testifying as to conclusions with no testimony as to 
who participated in the discucaionc or anything else. 

its. liman * I am leaving a lot for cross, but 
I am willing to cover it. 


Q Who participated in these discussions and what 
was sail? 

A TTia board of directors, Armond Erpf. I don't 
remember *.f Virgil Sherill wa3 around them. I remember 
Armond Er-pf ouite distinctly. 

Q Mr. Siegel? 

A Yes, Ha was a member of the board. 

Q Mr. ilochiis? 
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K Tea. 

fc 

Q What was said? 

A Mr. Siegel said we had to cone out with a 
very strong package to top Bangor Punta and asked as to • 
try to arrive at a package that would have a very high 

% * 

valuation. 

Q Did you arrive at a package? 

* 

A Yes. 

Q What did you arrive e.t? 

* 

A We increased the- number -of warrants from two to 
six, wt. increased the life of the warrants from five years 
to ten years, we increased the conversion rate of the 
preferrod stock by one share# we eliminated the minimum 
number of shares that we would take. There was an B0#00C 
share minimum before ws were obligated to take all — that, 
was eliminated. 

0 Did you have any discussion with anybody is to 
what this package would be worth? 

A Yes# wi'-hour Investment bankers. 

\ 

0 Who was that? 

A Arrond Frpf is the 1 rsn&jmbe? discussing it 
with# and I khirk Virgil Shexil 1 too. 

Q Vua any opinion expressed? 

A Yea, 

SOt-THE*: WSTRJCr C0UR1 Rc^ORTEFiS 
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A That it was worth $90 to $100. 

Q Did you in any way ccxomunicate their opinion 
to the shareholders of Piper? 


Q During the period that the Bangor Punta offer was 
outstandlig tl - v£ * have any discussions with eny of the 
Chxie-Cra it oirocctives about the possibility of tendering 
yovx Pi.v-r to Bangor Punta? 

A Ytz ; wo did. 

0 Wiiat wer said on that suLject and by whoa? 

A barb Siegel and Jir aoohlish and maybe otisr 
directors tli-* had raised tho possibility of our tendering 
to rang*? Pu. tn br muse they said rco had a torriblo risk 
cf lc ' ni * 3d a itinarity position, and r told 

with honfl-nrirg to Bangor would be 
tlTsf: vsei hid sot held our stock six months, that cur offer 
cloned i'attuury 4 tin and six mc-rUis would bo August 4th end 
the'w- w-rnia be liable for short-swing profit, that Bangor 
h -56 wU:i*7. Its r-'ckag* at •?. * share and ^ might bo 
’k f •* ■ ui.fi xconaa betac** what we pals for our 

iytc ;I " -* 3 * v " v* ?c Pole's, under Section 16 (b), ;.rd • 

iii ?jxch >.n.yr vrs wm*Ld not have that ore?it, va would have 
have, n tj? avtf.woly marketable peonage of Hanger P iota 
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stock and warrants and debentures and that, moreover, we 

would have to pay a tax and that the Internal Revenue might 

' • . 

take that $80 price as being the price we got. So that 
I didn't see that we could tender to Bangor Punta in 
its exchange offer. 

Q Did anybody else express the same opinion? 

A My opinion, Z think, was dispositive of the 

question. There were discussions, yes, but I don't think — 
there ware other discussions. 

Q Finding 137, which is uncontastod, states that 
Chrls-Craft received 112,089 shares on its exchange offer 
which closed on August 4, 196S . That is the first sentence 
of it. 

Af car you closed your exchange offer, did you 
taJr.fi any steps to acquire any further shares of Piper? 

A y<s;3. 

Q Beginning when? 

A The next day. 

Q W zt did you do? 

A Started buying soma more stock. 

Q F.roa whom did you make your first purchase, if 
ya.i rec;.ll? 

A Leonard Sheriff, S-di-e-r-i-f-f. 

Q VThon did you agree to buy his shares? 

SOUTHERN DISTRICT COURT REPORTED 
United States Court House 

fole\ Square, my., my. T0007 reLEf»Mowr Jutland 7-4580 
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A The day after tha exchange offer* or two days 
after. 

Q Why did you buy additional shares of Piper? 

A We wanted to stay within the range of control of 
Piper* assuming we could get than to divest themselves of 

c 

either of the two blocks of stock that we felt that thay 
had unlawfully acquired. 

0 Why did you stop buying Piper? I assume there 
came a point that you stopped buying Piper. 

A ito got vithin that range* 

Q TJid yon gi rr% sone consideration at Chris-Craft 
to the possibility of buying over 50 per cent* enough 
shares to giv*a you cvar 50 per cont — 

A . 

0 — after the Bangor Punta and Chria-Craft ex¬ 

change offers clocnd? 

A . 

Q And who g&va coiaidorntion to that? 

A Hsrb Siegel and myself and Jim Bochlis. 

o Wh.nfc vac said? 

A Well* after tha exchange offer w.% hid at out 41 
ear *i an*' '-largor Punta had about 45 par cant and some* 
body said , or we all said* t*v»t us brd to )/jy t**o s.inrtiB 
for ew:y at.-.or that they had tv> b *y ii ottlsr to cot to 


Gordon-direct 


v>m<rRN0i£ r, ‘ v ‘i c;wr i 

LUlTifv ■ * 'J9jh r 

! V/UASKltY., KY. WLs., Often AMD 74») 


% 












1 

tujb»15 Gordon-direct 1242 A 159 


2 

51 pw cent before they did and that was an Impossible 


3 

task, teeir'Snd we couldn't do it. If yon think about it. 


4 

when you get to the last shares they could pay any price 


5 

for it and outbid us. 


6 

Q Did you discuss this with your investment bankers? 


7 

A Yea, they all thought it was an impossible task 


8 

to buy twice the number of shares — 


9 

MR. PENNOYERs Objection. 


10 

h Th»y all said they thought it was an impossible 


II 

tssk* 


12 

THli COURT: Did you bay the 29,200 shires between 


13 

August .12 ch *>.std 18th from Leonard Sheriff, did they all 


14 

cook* from htr».? 

- 

15 

TKL WIiiSEdS: Oh, no. Re was representing a 



group of share .‘holders. 


17 

THP COURT* You bought Ilia block? 


!8 

THU WITNESS : Yes. 


19 

Tiff: COURT* Was tlx.it 29,200 shares? 


f 20 

THE WITJTOSS: You. 

: 


21 

0 Ei'j was tot tViS tots".? 


22 

A Wo, Hi3 was 25,000 shares. 


23 

r ,: R, LIKLV 7 * I have here, you.7 Honor —- 

m 

?* 

raj; COURT* I juFt vr t to clear up the figures 


25 

in chQ uindiw/. In i3 a small uoint but — 


1 

: 
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HR. LZHAHi Z think his was actually 24,000, 
your Honor. X have a document here that reflects it. 

Q Did there come a time when there was a change 
in the composition of the board of directors as it was 
constituted on March 25th when you took your seat? 

A Yes, at a board meeting of Piper on August 12th, 

I believe it was. 

Q Can you tell me what the change was? 

A Bangor Punta took control — 

MR. HYAH: Objection, your Honor. 

Q vdwit wore the changeu in the seats? 

TmIE COURT: Strike out the answer. 

Q Do you v’^nt to look at the minutes? 

A Hay I? 

TH2 COURT: Did you go on the board? 

THE WXTKES3: I was already on tho board. 

TH2 COURT: How many other directors suggested 
by Chris-Craft went on tho boa: <3? 

'THE WSTriESS: Thraa. 

Q Prior to that how ar* y directors were on the 
bo«u:5? 

h TtJC. 

Q Did you havo a convGrsatica with resoect to adding 

the third director? 


SOUTHERN US1kICT COURT Rel*a*7l:rt.> 

UNJ7 60 STm . eS < (HW7 HCUit 
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A No. They just added him. 
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Q Did somebody mention to you that yon could have 
a third director? 

A Yes. '• * 

Q Who? 

* • * 

A David Wallace, at the meeting. 

Q Who is Lavid Wallace, for the record. 

A Wifi principal executive officer of Bangor Junta. 
Q When vr s that? 

A Aug ust lith. t 

Q If 2 rhov you the minutes of August 12, 136 — 
liR. LIMl.J: They aura rot marked for identifica¬ 
tion at t.ila wirr.e and Z don't see any reason to clatter ■ 

/ 

the record with tl;rn, your Honor. 

Q -- would that refresh your reooi.lection? 

A Yas. 

directors resigned, Howard Piper, Th Tanas 
? aJtuJ? Jarciieau and Clmrlo Foolo, find t!ijy v jpg 
replace 1 by f«*ir people, Dave Wallace, vbo was dir*filer 
and chief executive officer fer Jiangor, Gordon Rclxrtson, 
vhc was an wi’ficer of Bangor, -T.ha Flick, Bangor cM.:*f 
cov t ?”ti Jici.ci.ao S&Xgo , S—&—l*-g—o, who was Sar.cjor 
chfirmsn of tJia board and who vt.u th^n ®lc«!>ed ohslrnian cf 
S Pip.r. 

x. Meta «sTi»a kiirt 

UMiT50SVAT«5 C:ifiTT H0-.JSS 

F '. NX, MY. •OOCP’ Yi!_fPK3X2: 00?.T* M*)7 45& 
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TF33 COUI.T* Did the net; composition of the 
bo«ird reflect approximately the cumulative voting strength 
of the rival contenders for control? . . 

THE WZTNBSSt Z would have to do a calculation 
on that. Whether l.t was numerical or not, but it reflected 
in absolute terms that, yes. 

G Has tho number of directors that you were given 
over «wqpreo»£d to you in terms of the number you could get 
by ov lulttiva voting? 

A The number we had was the numbec we could get by 
cumulative! voting, yas — wo think. There was sonre 
question ati co v;h*'thar we could have gotten one more. 

{*• 

Q Did tliere coma a time when you had a discussion 

• * *• 

wir.a ar y of the ru.u-Chris-Craft directors of Piper with ' 
re-post to the Pij-^r plane knovn as the Twin Cc«aaaL.ch©? 

A YfiC. 
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Q With whom? 

A With David Wallace. 
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MR. LIMAN! Your Honor, at this point X can see 
that the Piper lawyers are making motions. If they want 
this portion of the record to be treated the way in whxch * 
other matters concerning this subject have been treated, 
then X think that we ought to make some notation to that 
effect. a just caught Mr. Pennoyer on the rise. 

MR. PENNOYER: We so request, your Honor. I don't 
who is in the room at this point, but I am not asking that 
the room be emptied. However, I do think that if there are 
any people from the press, we should not have them present 
at this point.. 

MR. LIMAN: There is only one person I recognize, 
ai.d ths;: x3 nr. Gordon's father-in-law, and that is the 

only — I think everybody else came in with your entourage. 

I may be wrong. 

MR. PENkJYER: Then I have no problem. 

Q Whz.x: was that? 

A September 4th. 

0 Kv?.i; year? 

A }?C9. 

Q 0 iore v-. $ the mretirq? 

A A'" the office of Bangor Pun**a, j.;-* New York. 


***** owa xi.rr 
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Q Who was present? 

A David Wallace. Larry Barnett, who was a director 
of Chria-Craft and who was also a director of Piper; Jim 
RochLis and myself, all the three of as being the Chris- 
Craft directors who were also directors of Piper. 

Q And what was said? 

A He told us that — 

Q who is "he"? 

A Dave Wallace told us that they had discovered, 
that Bangor Punta had discovered that there was a serious 
safety r^oblera with the Piper Twin Comanche -- that was the 
lowest price twin in the market, which Piper manufactured — 
that there had been a number of fatal accidents and that Bang< 
Punta was taking steps, strong steps to remedy the situation, 
that tha Pipers hue', been 3weepirg this under the rug. 

Q Is that what he said to you? 

A These were his exact words, and that Bangor Punta 
was taking stops to remedy it. They were I think at that 

meeting. It might have beer the next meeting, on 

0 

September 12th, when they mentioned placarding. 

C When did you next have discussion outside of 

Chvr*.s-C:.r’ 't with respect to the Twin Comanche? 

P. September 12th, at thes apaxtit Qn ^. Q f Halgo , 

on 72nd Ktrae t . 
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0 Mr. Salgo at this time was the chairman of Piper? 

A He was the chairman of the board of Piper Air¬ 
craft. 

Q As wall as the chairman of the board of Bangor 
Punta? 

A Yes. 

0 And what if anything was said by Mr. Salgo? Was 
Mr. Wallace present? 

A Yes. 

0 Who else was present? 

A Hera Siegel and myself. 

Q And what if anything was said by Messrs. Salgo or 
Wallace concerning the Comanche? 

4 . ’t? 

A They told us again that the Twin Comanche problem 
was a serious one, that the plane had been placarded and. 
that the FAA had found a non-compliance, that the plane had 
a tender cy to spin and that there had been roxne mors than 
sixty fatal accidents and more than one hundred-twenty 
deaths as a result of this plane, and that Bangor was being 
diligent in its ap].roach to the subject. And. we said that 
they should hire ait independent safety expart, because they 
said they didn't trust the Pipers, and they said that they 
had an air — an air expert, that they were fortunate they 
had a nu.r- at Bangor Punta who knew a lot about this busi- 

SOUTHERN PJSTRk T COURT REPORTERS 
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neai. And we suggested that that man was maybe not enough 
of -an expert and they should get an independent expert for 
Piper. 

4 

Q Now, prior to your first meeting with Mr. Wallace 
on, I think you said, September 4th, on the subject of the 
Twin Comanche, had you ever heard of that plane before? 

A Oh , yes. 

Q How had you heard of Lt? 

A 1 had road about it in their annual report. It 
was their lowest p>.'ice twin. It was an important part of 
their line. They cnly had — 

Q r-',7 did you form that conclusion? 

A Well, the listed the iraxker of planes they were 
selling. I think thoy sold 166 Twin Comanches the year j 
before. 

C Hcd you read the prior annual reports other than 
the '61! *r.nua.l reprrt before yea corr-.nonced youx tender 
offer for purchase? 

A V'.’.s ? I h- d. 

Q Now — 

A '*••• e f touted — not touted, but talked about how 
important teat plane was, themselves, in th?ir annual report, 
ant t m.s fentliar with that. 

Q iVy . as <•. director of Piper,, are you familiar with 
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Q What? 

A They went up 50 per cent. 

Q When? 

/ 

A La3t year. 

Q Before Mr. Wallace spoke to you on this subject, 

on September 4th, had you known anything about the accident 

* 

statistics of the Twin Comanche? 

A Wo. 

Q Wp 3 he the first person who told you that there was 

any safety problem with respect to that plane? 

MR. PE1INOYER: Objection as leading, your Honor. 

THE COURT : No. Overruled. 

A Yes. 

Q I am going to direct your attention to certain 
agreed findings concerning the Twin Comanche, Finding 210, 
which relates to a telegram dated September 2, 1964, from the 
•PAA; Finding 211, which relates to another telegram from the 
PAA, of September 11, 1964; Finding 23 3, which relates to 
a letter dated December 28, 196*, from the I’AA; Finding 212, 
which relates to a Piper average pilot test; Finding 218, 
which relates to a NASA report; “inding 220, which relates 
to a report known as the Dipe Import; Findings 225 aid 231, 
which rv.to certain accident statistics of the Pvin 
Comeucbo; ar.. i Finding 237, which relates to certain insurance 

S'.vfHtRN wsffcici :vw 
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increases. 

MOW, in case of Finding 237, there is a reflection 
of an increase on 6/30/69. I will ask you for the moment 
to consider that fact. 

You are familiar with these findings, Mr. Gordon, 
aren't you? You hare gone over them? 

A Yes, Z have. 

Q When did you become aware of the facts set forth 
in those urco-tested findings? 

MR. PEIIM0Y3R: Ycur Honor, I realize the problem 
of crying to shorten this, but there has been reference to 
maybe fifteen 3c-caXled findings, with a great many facta 
in them, and I think I would have to object to a question 
lika that*, because a great many of them are very detailed. 

TVE COURT: Overruled. 

(To witness) When did you become aware of these 

. finding?.? 

THE WITNESSt After September, '69. Between 
September, ’€9, and mostly, I guess, April of 1970. 

THE COURT: Was there any one reason why you 
should have been aware of them earlier? Was there any basis 
for being a •’?.? e of them earlier? 

THE WITNESS: X don't understand your question. 

THECDUR7: VJe.ll, there seens to bo a point here 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 
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that you acquired! this information for the first time in 
September, '69. 

THE WITNESS: Yes. 

THE COURT: Hi at inquiries did you make which 

should have elicited this kind of information at an earlier 
time? 

THE WITNESS : I read their annual reports and the 
information about the company that was available publicly. 

TI- 1 ' COURT: And it didn't give you the details 
of their failures? is that your point? 

THE WITNESS: ’They didn't give me the details. 

They dirut rive me the slightest clue. 

TIF COURT: Was it customary to put this type of 
information in an annual report? 

THE WITNESS: The conclusions that this In¬ 
formation le*<ds to I would consider required an annual report, 
yes. 

•TUi COURT: Does Chrie-Craft have customers who 
complain *bout accidents? 

THE WITNESS: Yes. 

THI, 1 COURT: And there ere fatal accidents on boats, 

aren't thora? 

THE WITivESS: A few. 

vn* COURT: And when those s.ccidcjic 3 occur, Chris- 


j 

! 

i 
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Craft is subjected to lawsuit, isn't it? 
THE WITNESSi Vf’. 
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THE courts And claims are made that there is some- 
thinf mechanically defective, that safety regulations have 
been violated in some way? 


THE WITNESS: Yes. 

THE COURT: Do you put that in yo, „ , .al j 
THE WITiCL’SS: if it reached this magnitude. 


•al report? 


we would have to, yes. 

TITE COURT: Have you ever put anything in your 
annual reports of Jhris-Craft cJbcut that type of information? 

THE WITNESS: Yes. 

xllZ COURT: I would like to see it some time. 

TI7 WITNESS: About DDT, sir, where it became 
important. There ware enough complaints about DDT at a 
point in time where it reached a magnitude where it was of 
financial importance, a threat to the company. We put that 
into our annual reports and into our reporting — reported 
information. 

COURT: Was that after the gaverirnert came 
dcv’.y"£n>'. boun-jd the use of DDT? 

' n ' h WITNESS: Long before. Years before. 

r 

„ Mr. Gordon, you knew when you v/ere buying into 
this airplane company that planes have accidents? 

THERN DISTRICT COURT RcFORTgr.S 
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A Yes. 

Q now, can you tell me whether, had you known — 

MR. LIMAN : Strike that, 

Q The fact that you knew that planes do crash on 
occasion didn't affect your judgment on whether to go forward 
with the tender offer to buy stock of Piper, did it? 

A No. 

MR. PENNOYER: Objection. 

Q Can you tell me, if the faces which I have referred, 
to in Uiti uncontosied findings had been stated in the Piper 
annual *.epoitr or the other documents made public by Piper 
that were available to you, whether you would have been in 
favor os purchasing Piper stock, and if not, why not? 

HR. PEW.OYER: Objection. 

BE COURT: Sustained. 

Q Can you tell me whether if you had known the facts 

- st.sied i n the uncortested findings, you would lave been in 
favor o f Chr.ls-Craft's purchases of Piper? 


TFE COURT* ‘"his, ?'r. Iirr.nn, sounds like i* wisdom 


t'TM c.f e.: tfcs event. It ie a very argumentative area, and 
I don't think a statement new, after a frustrated effort to 
cr t cor !rol. carries‘any assurance on which i could predicate 

f 

a f''r>di.icr ar. towhfc the facts should have been in the spring 
of 1969 


s? -hew ofrTT’it •: ataPOKrcfts 
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MR. LIMAN: Maybe I can develop this, your Honor# 

i . 

because it is not just a matter of not getting control. 

Q Have you had any discussions with Mr.* Wallace or 
Mr. Salgo with respect to whether they would have bought 
Piper had they known about this? 

MR. RYAN: Objection# your Honor, unless he 
identifies when and where wuch conversations took place. 

MR. LIMA.i': i have only asked him whether he had 
a discussion. The uext question is when, where? 

MR. PENN0Y3R: Your Honor, my problem is that 
some of these were al.so after the event, after the period 
during which Chris-Cr-.ft was buying stock. So to ask this 
kind of question in a vsneral way, I think :.s clearly im¬ 
proper,. apart from the .voeitior. of the witness_ 

THE COURT: Did you have any talks with any 
director of Piper or J?unt\, indicating that L\ the spring 
* cf 1969 they were aware oi the things that are being discuss: 
now about this Twin Comanche? 

THE WITITSSS: Yen. 3 ir. 

TEE COURT: Who? 

TEE WITNESS: I ne*: at — 

TEE COURT: Names. Who? 

TEE WITNESS: Wal3t»e Smith, Bill Piper, Have 
Wallace, Nick Salgo. They were all aware - 
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Q The question was, in the spring of X969, who - said 

he was aware of it in the spring of 9 $9? *?V 

• «• 

A in the — the spring of *69 ended in — 

THE COURT: Call it any tine up to the tine that 
you stopped buying stock. 

4 

THE WITNESS: No. i hadn't heard about this —* 
had 1 heard about that at that time, or did I hear later 
that somebody knew it at that time? 

TliE COURT: Thus far I will assume that you haven't 
answered .ay question, and I will start it again so that the 
record is clear. 

Did any director tell you that he was aware of 
the things that you learned beginning in September of 196? 
and that he had become aware of that at an earlier date 
d oring the period of your purchasing? 

THE WITNESS: Yes. 

THE COURT: Who? 

THE WITNESS: Bill Piper, Pu^ Piper, and then there 
was a group of officers of Piper who told me this, too. 

Wally Smith being the chief — 

THE COURT: Wa3 Mr. Salgo on> of those who told you 
that he knew of what you learned in September and later, at 
a time considerably earlier? 

THE WITNESS: No. 

» • 9 
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MR. RYAN' it is an agreed fact, your Honor -•»' • 

MR. ZiXMANt That's right. / 

MR. RYANi — which the parties agreed that we didn* 
know about the existence of these natters until they knew. 

THE COURT: Just going by tho lead that Mr. 

. • • . . 

Liman gave me here gave me the impression that this was a 
piece of suppressed knowledge. 

MR. LIMAN: Your Honor raised the rpiestion as to 

• ,4 ' • 

whether Mr. Gordon's conclusions as to whether or not he 
would have bought Piper is simply the second Judgment of a 
loser in a fight for control. What I was going to lay a 

foundation for -an to bring out a conversation between him 

* 

and 3angor Punta, which is anything but the loser in this 

fight for control, in which they expressed substantially 

> 

the same view which Mr. Gordon would testify to. 

THE COURT: You m-an, they alao considered that 
they have been t?Vcn? 

MR. LIMAN: I think so, your Honor. 

THE COURT: So that the criticism that you are 
trying to mount here is not a criticism against Bangor Punta 
but against Piper? 

MR. LIMAN: Your Honor, I have made it perfectly 
clear in the findings — 

THE COURT: Just make it clear to me. - 
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MR. LIMANi That's right. This point goes to the 
separate liability of Piper. 

thf court i it was not clear to me the way you 
approached it. I understand it now. You can go ahead. 

a t • 

MR. PENNOYER: May I say, Mr. Liman »ade a 
statement saying, I believe, that the findings of Bangor 
Punta indicate that if the matters referred to were materiel 
they didn't know about them. I don't think there is any 
proposed — 

THE COURT: I want to call your attention that 
those agreed findings are not yet in this record. 

MR. PENNOYER: Yes, sir. 

MR. LIMAN: That is what I had hoped we would do 
tomorrow afternoon, your Honor. 

Q Did you have a discussion with any of the Piper 

directors vrho were also representatives of Bangor Punta 

.' ■ 

. as to their view of the Twin Comanche findings that they had 
just made? 

A Yes. 

Q .. With whom? 

a - Dave Wallace and Mick Salgo.. 

Q And what if anything did they say? 

MR. RYAN: Objection, your Honor, unless we fix 
a time and place. 

SOUTHERN 0) STRICT COURT REPORTERS 
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0 When and where? 


MR. PENNOYER: I have objection insofar as Piper 

is concerned. This is a case against Piper and not a case 

against the Bangor Punta people. Mr. Wallace and Mr. 

Salgo are Bangor officers and directors. 

MR. LIMAN: Mr. Salgo is also chairman of th* 

board. 

Let us fix a date and see if he was- chairman then. 

THE WITNESS: September 12th was he first time that 
I had such a conversation. 

Q And what was said? 

MR. PENNOYER: Objection. 

TH3 COURT: Overruled. 

MR. PENNOYER: And specifically, your Honor, not 
binding on Piper. 

THE COURT: Overruled. 

A Hr. Monaco oaid that he would rarer have mad. thla 
investment if he had known the facta about the Twin Comanche. 
Q Do you share that view? 

MR. PENNOYER: Objection. 

MR. UWffi: It is not proper in form, the question. 

L will withdraw it. ^ 

* • • ; 

THE court: well, i will, take the answer under • 
the, proverbial "for what it is worth." 

I 

• •* - t 
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Q Why? 

A Because It reflects adversely on the management 
and the product of the company. It resulted in the oompany 
being unable to get a clean certificate from the accountants 
this year, with this tremendous liability, possible liability 
the company has. The accountants have taken exception to 
the insurance coverage, it mahes it necessary to make dis- 
closures about this to any potential purchaser of these 
shares, thereby lowering the Value of the — of piper, and 
it h*3 resulted in the elimination of an important part of 
their line, an important profit contributor, and it has 
increased their insurance. 

THE COURT: What was the contribution of the 


Comanche to the mix of the profit picture? 


MR. LIMAN: That is a stipulated finding, 1 your 


Honor. 


THE COURT: What was it? 

* » 

MR. LIMAN: It was substantial. Por 1963 through 
1969, it accounted for over 10 per cent of Piper's total 


dollar sales. 

THE COURT: Is there anything to indicate what it 


contributed to the net? 


MR. LIMAN: Those records are not available. 

Vy. ... . . 
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THE COURT I X assure* that with a lot of aXamentc 

la areanufrctursr'a line, there nay be sons that contributed 

• * *, t , . 

nothing and sone reay contribute something or some reore# 


so — 


• 5 * 


THE WITOESS; The Twin Comanche ••‘ the Cherokee# 
vhlch was half of the plane sales by units# 2000 of the 4000 
planes. The Cherokee was a minor profit contributor. In 
fact# the Cherokee 140 was a loss leader* So that leases 
tha other planes to pick up a big part of the profits. 

Q Was it your understanding that the Twin Comanche 
was a lose leader? 

t A Ho. It was profitable. 

Q But you don't know the — 

. ' 

A All the planes were profitable except tha Cherokee# 

' • '* .• *> 

and also you have the problem of eheer volume is important 

# 

in a business like this, because when your volume drops your 
indirect costs go up. It was a significant element of Piper.- 
And the insurance increase represents a material 
item of cost. It was a projected increase, if their dollar 
volume — 

MR. PEKIJOYERj I object to that. There has been 

no testimony that the insurance increase was attributable 

to the PA-30 or that any portion of it was. This witness 

is mrJcing the assumption giving that testimony, and 1 move 

•* 

SOUTHERN DISTRICT COURT REPORTERS • 
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to strike it. 

. 

THE COURT: Z will strike it only on the ground 
that there hasn't been a proper foundation laid for it yet. 
But the subject is an appropriate one if pgfaperly presented. 

/• 4m •* 

Q Were you told by any of your fellow directors 

‘ ’• w 

of Piper that the insurance increase of Piper, which is 
reflected in one of the agreed findings, was in any way 
attributable to the Twin Comanche? 

A Yes. Bill Piper, Jr. hiroself told me that, that, 
it was a substantial contributor. 

Q When? 

A At a board meeting in 1970, I think. 

THE COURT* Did all insurance go up in pantographio 

• . • 

relationship in 1970? 

THE WITNESS: All insurance of what, sir? 

THE COURT: All insurance, on all phases: consumer 
insurance and other types of insurance. Isn't it a fact 

t 

that the cost of insurance generally rose? 

THE WITNESS: Yes, sir, but not k >t this rat 
This was a very sharp rate, of 50 par cent increase. We 
experienced no such increase in our boat insurance. 

TFE COURT: That doesn't point an arrow at the 
part icular item. 

THE WITNESS: No. Ilr. Piper told me that that was 

SOUTHERN DISTRICT COURT REPORTERS 
United staves Court House 
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the cause. 


Q> Hr* Gordon# you have referred to the fact that Hr* 
Piper told you this or Mr. Rochlis told you something else. 
Did you during the period that you were still purchasing 
Pipsr ?took and while you wore a director of Piper make 

any efforts to obtain information concerning the company? 

•v> 

h Not beyo:»d the —-wlvat period? 

•}\ 

d After you became a director and b>«fore you stopped 
purchasing stock. 

A Yes. I f sksd — after I became a director. X 
isked them for information about the company. 

THE COURT: Hell, that is when you were litigating 
in court, when you T nro trying to gtt an injunction against 
Banger Punta, wasn’t it? 

HR. LI MAN7 No. 

THE COURT: Let me ask the witness. 


(To witness) Wasn’t that during the courie of your 


litiaation? 


THE WITNESS* It VU3 prior. 

THE COURT* Prior? 

THE WITNESS* And a‘ter and during, yei. 

But you had already taen in litigation rith Piper* 


av. I correct? 


Yes. 
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0 The litigation with Piper — 

MR. LIMANi The Xitigation with Piper, Cor the 
record, your Honor, started when they brought a proceeding 
to keep them from voting their shares, so that there has 
been Xitigation, X think, almost continuously since February. 
Xs that fair to say? Chris-Craft brought the Grumman lawsuit* 
mr. pennoyeR: Maybe you should ask the witness. 

the questions. 

MR. LIMAN: X think this is an undisputed fact* . 

0 how long has litigation in this matter been going 
on? Not with Bangor Punta but with Piper? 

i 

A It eearns like forever. The first Xitigation 

.« 

between us and Piper, I think, started in July. 

V-. 

THE COURT: Of what year? 

THE WITNESS: Was it earlier? July, '69, when they 


17 I brought an action? It was ear7ier. We brought an action 


18 

19 


.to get information, I think, a stork brokerage list. 

Q Did you bring a suit involving the Grumman trans- 


21 I action? 


A Was Piper a defendant in that? Yes. Then that 

4 

was the first litigation. 
q That was when? 

A February. We might have started in March, 

February or March. 
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0 And was there litigation in Pennsylvania with 
Piper? 


A Yes. . 

THE COURT* That was all part and parcel of the 
plan to get control as soofe as possible, wasn't it? One 
of the offshoots? 

THE WITNESS: That was one of the offshoots of it, 
yes. It was also to get information about Piper. 

THE COURT: All right. Standard operating pro¬ 


cedure, well-known. 

Mi:. LXllAi;: I was jus : covering the area. X 
thought your Honor wa3 making the point that they didn't 
get — 


THE COURT* I am just trying to find out what the 
context is o- all the statements that are being made. As I 
get it here, these people walhed in with a 5000-ehare block 

• s 

p 

• and then, thereafter, all sorts of things happened, and it 
is the legal entanglements as a result of that that we are 
trying to take apart here. 

Now, all of this is in relation to the deterndnatior 
to f.oek control and to disengage the rafter • That's the way 
it seems to me. 
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Q what stops did yon take to got information as 

: 'Ji 

a director of Piper before you stopped purchasing your 
Piper stock? 

A WO made phone calls. X called Walter Jamineaur 
an officer and director of Piper, and X asked him if he 
mould furnish me with information about Piper. 

Q What was the result of that conversation? * 

A He tjculci tell me that he was going to consult with 
counsel each tine and some information he would furnish me 
and son? he wouldn't. 

Q Did you auor ask to visit any of the facilities 
off Piper? 

A Ye?• X visited the facility at Lockhaven, after 
a board meeting once, with Mr. Rochlis. Wa went through 

i 

that facility. Subsequently X asked if X could visit Vero 
Beach, and the response to that was to bring an action to 
remove ns as a director. 

Q What was at Vero Baach? ; 

A The single engine pianos. All their single 
©none pianos, axe apt the sing.la engine Conananche, were 
made at Vero Bench and there we is a lot of inventory there. 

Q That was a Piper plana? 

A That's right. 

T23 COTJPT: When did your efforts end to seek 

southern asr*Rta' oxm rswth^s 
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the NITTSSSs Xt was sometime in 1970# shortly 
before Nr. L i man stated to the Court that we were only 
s e mirin g money damages at this point. 

TBE JOUTTx Xn other words, all through 1969 
and after the Court of Appeals made ita decision in April 
1970 and then on until the fall of 1970, it is a fair 
statement that Cla is-Crafcfc was still sacking control of 
Pipsr, isn't that so? 

ZWi WZTSnSSS: No. 

TH7’ conr.?: When did you stop? 

THfc WXTS3S3 1 We didn't stop. 

THE COUST: You wero seeking control then? 

< 

XHB.WXTKESSi No. 


control? 


THE COURT: Whan die! you and your quert for 


TH?3 WITM3SSt Hhaa X just stated, your Honor, 


jest shortly before Mr. Liman stated it. 

Q Aha t .happened to bring that about? 

* 

Tire COURT* What was the date that you an¬ 
nounced, Mr. Liman? What month was that? 

MR., LI?l?i v I: September. 


MR. KYAK: September 1970, September 25ht, I be¬ 


lieve. 
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THE courts For a year after you found out about 
Ccjrmanche you still wanted control of this company? 

THE WITNESSs That is not a fair statenant, either, 
your Honor. 

THE courts Z don't want to be unfair to you. You 
stopped seeking control in Septenber of 1970, is that 
right? 

THE ’.TXTWZSSs Yes. 

ti ifct vas it that led you to cone to the conolu- 
aicc’.a that warn reflected in my otntement to the Court in 
September c£ 1970? 

A During that period, up till then, we were trying 
to get into or get out, either to get control or get out of 

j 

our position. By the time you made your statement, it 
be cam e apparent that virginity could not longer be re* 
stored, the company had changed, so that there was no way 

I 

that control could make us whole, that that would not be an 
adequate remedy for the violations — that was our claim, 
that that wouldn't be an adequate remedy for the things that 
had boen cone to use by Piper end Bangor Punta and First 

Boston. 

Q L6‘: me wove to another subject. 

when did you first hear of a plans called the 

It*, or.o? 
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A when Z read about it in th* Piper annual reports 
thatlgot in January. 

Q Can you tell me whether there a — 
what was your understanding with respect to this plane up 
to the time that you stopped your purchases of Piper stock 
in August of 1969? 

A Vhat thii plane would be in production in 1970, 
a pleat was being built for it in UXoland# Florida, it 
was aa 18-pisee fa/in engine designed for the ccumuter market# 
and that it was a very exciting new project for Piper. 

Q Did there come a time when you learned that the 
project was no longer going forward? 

A Ye®. 

Q lihin? 

A Zn September. 

Q Of wh»t yean$ * 

A 19*9. 

Q Who told ycu that? 

A David Wallace. 

Q When? Can you fix the date? 

A i think it wae September 4th. I am not altogether 
cure of that. 

Q What did he s*?.y? 

A Ho said# "Would you believe that these people 
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have built a plant and they didn’t even have the power 
or the engine for that airplane end they went ahead and 
built the plant for the Pocono r " and that they a till dii 
have the power and that the plane was so late comity on 
earJcet that ic was probably going to have be scrappy?, 
that it was being scrapped. 

HR. PENNONKRj Your Honor, objection, wot bin 

on Piper. 

TEE COURT: I will allow it. 

Q Prior to thin discussion with Mr, Wallace, did 

yo» taw of the fasts set forth in oncoutwstad findings 
201 and 202 (handing)? 


MR. LIMAUx May it pliiase the court 
TH?: COURT: Just a minute. wham d< 
I *nnt to see what you are talking about. 
(Pause.) 


the; court: i thirX I have them. 

MR. LlMAtJ: itay it plnase the Court, we have 
by deposition th. tsstinoay of tha .oppr.tr of this 
engine to Pits* as to the .tat.,, of the «.!». , t Tari „, 

pertinent dates, rt is »y undoi-standlr-g that tht deposi¬ 
tion has boer. signed, or is being signed, ard 1. being re- 
tUeJisc.. i.t the rooufmt u« _, 
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there may be sone changes. 


liah? 


THE court* What point does the deposition estab* 


HR. LIMANs The deposition establishes what Z woul< 


read bo Mr* Gordon and ask him to assume to be the fact* 
that the engine was an experimental engine f it was a proto¬ 
type engine# that it was supposed to be 520 horsepower# 
that it ttas d«li?*re5 to Piper finally in June of 1969# 
that Lycoming told Piper that it would use its best efforts 
to obtain or make that engine and that it believed that it 
could cake tha engine but that it did not guarantee that it 
could and it did rot contract that it could' that it de¬ 
livered the engine to Piper in Juno of 1969# at which time 
Lycoming felt that it made the 520 but that when it was 
tested on thi* plane it did not work out to that and that# 
as a result# the engine — 

Tin COURT: It dooen't say that at all. It 
eay« it is inadvisable to rats it and it i3 possible to 
rate it for takeoff# but th«sy would propose a 470 horse- 
povTsir engine. 

MR. LHUM: Tla testimony of Mr. Perris# and I 
think t:i 3 ether finding concerning whar. Piper needed# was 
that it needed a steady horsepower, and a 520 horsepower 
lift on takeoff wca not the engine they needed# they needed 
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520 continuous rating. 


THE COURT* Zt mast than be that this deposition 
suits to one or two sentences of fact. What are they? 

HR. LIMAN* That is what Z would propose to read 
to Hr. Gordon — 

• '*■' 0 

THE COURT* Don't road it to him. Tell ns here* 
without prejudice to what you are going to say to Mr. 

GorClcn, what does this deposition show — 

MR. LXHAH: That Lyecming only agreed to use 
itc best efforts toproiuce such cn engine, that the engine 
v'i3 a prototype or exporirental engine and that Pipor went 
®-’*sd wi th the production of a plant in Florida and with the 
various 3tatenants it was making about the Poccno at a 
time that, the engine bed not ©von been delivered, and I 
«ant fcc pose t > Mr. Gordon the question as to whether the 
ocatsmeats by Mr. Perrin as to what Lycoming had undertaken 
tadc* voald have affected hi3 judgment. 

THE COURT* What: ia your answer to that? 

MR. LILIAN* He Iras road the whole deposition, 
vyor Honor. 

liR. PENKOYERs Zsn?r honor, I okia that no.ie of 
the facts assarted by Mr. Liman are facts, in the first 
niece, and they will not be shown in this rocord. 

THRJ COURT* Has Mr, Liman accurately in substance 
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HR. PENNOYER: No, sir. 

THE COURT* All righ£, that ends the question. 
Ohtii you get an agreement as to what that deposition Bays, 
in simple terms, I don't see how you can pose a question 
to this witness. 

MR. LIMAN: i could reed your Honor two or three 
linaa from that ds^osit-tor, 

TEE COURTS It eooras to me that the lawyers ought 
to ba al-lo to agree on what deposition says. I suppose it is 
in simple English? 

I1F., LIMA:?; I think it ia, your Honor* 

TEL COURT t Hhst do you say? 

MP.. PENNOYER: I should have told the Court I 
was not prsrc-.t but I waa told by Mr. Stimer; who was there, 
what was said, and I was perhaps a little precipitous. 

I will auk him to speak to that. 

M:»« SHIMsiR* if you ^n.6h to hear va f v your < 

Eonor — 

Til: COURT* I want a capsule statement. 


f : o ' >:* 


sc-j 
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*!R* SHIMERx Lycoming has historically 
produced engines eiseej^Piper used in every aircraft it 
has. Lycoming has built engines for Piper which it 
promised to deliver» and it did. Lycoming did rpromise to 

deliver the 520 horsepower and did deliver it to Piper. 

/ 

It was building up to 520 in June of 1969, had reached 
it, but there wae some technical problem with the engine 
which Lycoming fe..t was inadvisable under certain circum¬ 
stances . 


At that time Piper was continuing to build and 
to plan for a Pocono engine. it was only after the 
exchange offer closed and Bangor Punt a had four members 
of the hoard that the project uiis scraped, not because 
oZ lac . of engines, but because of econoroic downturn. 

In fact — 

!£‘HE COURT: I.'his witness doesn't talk about 

economic dot'll turn, doas ho? 

J1U. SHIMEJRj '.?'ais witness stops in July of 

1969, 

TIL'3 COURT; was trying to gat an agreement 

on wh*t the deposition snys so that Hr. Liman can ask a 
question. 

At what point L\ your recital do you end your 
• t- -.a temen'c as to what the witness says? 
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Mtt* SH 1 MEF: Up until the point where I say 
Bangor Punta turned it off. 

the court* Do you agree with that summary, that 
that is a summary of the deposition? 

MR. Lilian* i could read — where 1 differ 
from znyfriend, Mr. iShimer, is where he tvsays — 

THE COURT s We will recess now. I wouE like 1 
to have tomorrow morning an agreed summary on what the 

deposition says on something that is material to this ' 
case. 

It is inconceivable to me that two sets of 
lawyers can't agree on what a deposition has said, leaving 
it ope: to me to determine the credibility of it. 

tiR. LIMAN: X could limit my question to 
basically a half page of this deposition, ahich addresn^s 
itself precisely to this point. 

Tm3 C0URT5 Ail right, go ahead and limit your¬ 
self. 

MR. SHIMERs What page, Mr. Liman? 

MR. LIM/.U: Page 15. 

TP 3 COURT t Assame as a fact . . that the 

following which has been stated in a deposition is -the ♦ 
fact. 

Mow read thy following. 
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HR. hZlMXUi (Reading) 

"Q Old you ever agree to furnish a 520 power 
normal rated engine? 

"A If you are asking do we guarantee something 
like that i we don't guarantee anything on that order 
except to furnish our best efforts to arrive at it and 
usually give an opinion that wa see no reason why we can't 
arrive uu it. and that is what goes on during the normal 
course of an engine development program to get what the 
custcnoc wantn. 

”Q Eut in this case did you agree in writing to 
use your best: efforts to furnish a 520 horsepower normal 
rated engine? 

“A Not in those specific terms. This is a matter 
of faith between the companies. We say we ere going to 
try to get it and they expect ur. to get it. 

”Q Did you render the opinion that you would be 
able to achieve the.520 horsepower on the T-1072Q? 

"A Yes." 

HR. LIMAN: I think that is a f?..ir summary of 

Hr. Ferris' testimony, your Honor. 

THE COURT: Well, now, what is the question? 

MR. LIMAN: The one other part, and this is 

erTfxx shorter, /our Honor — 

:W< ■HSRN OteTrtiCT COURT R£*'C?Te*\* 
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mi*. SHXMERi What page. Hr* Liman? 

MR. LIMAN: Page 63. 

This is at: the time this document, referring to 
a document of the specifications for thu engine dated 
January 8, 1969 — 

"Q At the time this document was prepared was the 
engine described in there an experimental engine? 

"A jfes. Th.ty are tentative specifications. 

"0 Does that indicate it is an experimental 
engine? 

n A Yes. 

"Q I« the engine still an experiments', engine? 

"A Y'.i3." 

I-’** SH3MER: Will yea read the n<*Jtt question 
ana answer? 

MR. LTi'lANs les. 

"Q A-;, what tim-i does tfcs engine lose the designation 
'experimental'? 

"A Af ter it coipletes the FAA administration type 
test." 

MR. SHIMER: Would you read page 100, begin!ng 

on lilts 20, as to when they typo certificate and engine? 
m. LIMAN: fas. 

”0 There have bi.m questions asked of you aboit 
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type certification of engines. At what point in time 
doaa AVCC Lycoming obtain type certificate for an engine? 

"A We generally try to start when we have an 
agreement with the airframe manufacturer that the engine 
is in its final configuration and that they are going to 
3tart working on their PAA certification, so that once 
they start doing that then they are reluctant at least 
to change anything in tier engine because they would have 
to run it ovir again. In other words, that gives uo a 
pretty good ...idicator that we have an engine in the 
corfigvratio;, that will not be changed while wa am running 
the type tes . or after we run it, so that we will not 
have ho run :.t again. So generally, at any rate, we 
shirt. 7 . ’t.n i’V'T our type tests at about the same time as 
the air ?«;aa& manufacturer starts running his.” 

TiP! COURT: What is the question to this witness? 

sir 'ii- 

0 W:.. Gordon, you have heard that and you have 

also r«';« tv testimony. 

If you h-.d known the facts which l ave just 

read to yuu v.uld it have affected your judgment with respect 
to in :? per? 

PEHNOYER: Objection. \ 

.. LIMA!*: I am asking him to atsuate them to bo 

■ijj -r&v rwav? o tc u- a ' f •••flTers 

■JfflTfP OCWT Hf> kV:. 
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*hs court. i will allow th. nmt, r . wlng 
«u questions of materiality and relevancy and 
to the close of the esse, 

Q Assuming those to be the facts, 

A Yes. 

Q Why? 

A Because it casta doubt on a project which X 
consider to be vary important, which Piper had announced 
as very important to it, cast doubts on the project. 

Pipor announced it was in test flight, which would indicate 
ut least that they had the power for the plane, and they 
had announced that thayjflre building a plant, which would 
indicate an even greater certainty, and yet tliat testimony 
indicated the engine wa 3 experimental and that they are 

st 2 .ll trying to get that engine to ’./ork and haven't done so 
yet. 


Q Mr. Shinier made a statement ~ 

MR. LIMANj Strike that. 

0 uid yau or any of the Chris-Craft directors have 
enytl.lng to do with the decision to discontinue the 
Pooono? 

A ND. 

U fari t.;c*ra any explanation given to you -3 ^ 


Sf<t/TlSfcN 0ISTR.CT COURT REPORTERS 
Unite? State* ecus r Hcuj* 

ms g&iyilk* ws® 







nij-1 , 


Gordon-direct 


1281 A 


director as to why th© project was discontinued? 


A 

Q 

A 

Q 

A 


wo. 


Ww> gave you. the expiration and what was said? 
David Wallace. 

What did he say? 

He said that they couldn't get the power for * 
the engine and now the project was too late anyhow. 

•xUii COURT: What do you mean,too late for what? 
*±‘1173 WITNESS: The market. 

COURT* You mean the economic downturn had 

cheng-*! tha situation? 

TIIE WIT *®SS* No, it wasn’t the economic dewn- 
tum. The economic downturn — this was a very low- . 

p-i.ced engine and the economic downturn might have 

indicated junt the opposite. 

THi: 00023. Well, what market are you talking 

I tliougbfc when you used the term "market" you 

nets talking about — 

Thr WITNESS: The market for commuter aero¬ 
planes Whan there is an economic’ downturn — this is 
a plane to cc^etc with the Beech 99 and in an economic 
dcuv.cir:. Kayla a cheaper piano will be better. I think 
tier* fWl yx&ople at Piper who still want to go ahe*d with 
thu S.£ they ever get the power. 

• : 0 'fi «cf<N OJ iTRyr OJITT ?l& OT<TER‘: 
llm eo trt ics oyjpj House 
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BY KtU LIMAN? 

0 Did Wallace explain why he thought it Was too 
late for this plane? 

A Not specifically. He said that it was too late 
for the market. That was their judgment and the judgment 
of the marketing people at Piper. 

Q Was there any discussion of the fact of compara 
of other planes for the commuter market, as to why this 


A Yes. The other planes had already boon sold. 

TKB COURT: Mr. Gordon , are you familiar with 
those discoveries that Mr. Nader makes about General Motors 
car.u from tJma to tia»? 


THE WITNESS: Wha 


THE COURT: And some of those discoveries point, 
up some mechanical troubles in those cars. 


THE COURT: Would you say that every time he 
points up one of those meci inical troubles on a General 
Meters car that the non-discloaure of General Motors to 
its stockholders results in a 10(b)5 fraud? 

ini; WITNESS: If General Motors is Issuing 

favorable information about a particular mcdcl of car. 


SCU ■)>. ‘:£N DISTRICT COl^T R5P9RTEPS 
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tenting and puehlng it in the stock market area, in • 

pemcnlnr in the financial arena, when they ltene favor- 
•hle information about that and don't 

favorable information, the an.wer i. y„, that would b. 
a material omission. 

. • -•*/ , 
court* Anything else, Hr. Liman? *' * * * 

BX MR. LIHAM: * * * 

• • • • 

0 Ur. Gordon, after August of 1969, when this 

change cace about in the board cf directors, had Pipe* 

declared a c i.videad since August of 1969? 

A The last dividend was August 12, 1969. 

Q And prior to that did Piper have a dividend 

policy? 

A Ve B , 51.35 a year - 51.40 a year, it >,aa 

35 cents a quarter. 

0 Ha.i Chrie-Craft received since that August 

dividend a single cent as a return on its piper invtet- 
o*ent? 

A Mo. 


Q Have you reflected in your financial statements 
the results of operations of Piper? 

A No. 

Q _= thare some reason for th*t? 

C.yr you consolidate oarnings and losses? 
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A No. 

0 Why? 

A Under the ruleo of the American Institute of 
Aeoountante it la not generally accepted accounting 
practice at thie time to report on holdings of minority 
positions on an equity basis, which would be a consolida¬ 
tion. 

* 

Q fou mentioned to the Court that you had made soma 
efforts to get out of your Piper position. Have you 
any efforts to sell your pjper stock to third parties? 

A Yes. 

HR. LIMANt Twauld like to finish this direct, 

your Honor, which is another five minutes. 

MR. RYAIi: What was the pending question, your 

Honor? 

Q Had Chris-Craft made any efforts to sell its 
ELpsr position to third parties? 

MR. RYAN: Objection, your Honor. 

MR. PENNOYER: Objection, your Honor. 

THE COUF.T: He nay answer. 


A Yes. 


c e*jtnE*.' ! oiss'-j coirr 
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q find would you identify the companies or parties 
to whom you have made efforts to sell your position? 

A North American Rockwall, Northrop Israeli 


Aircraft. 


TEE COURTS Would you identify the dates on the 


proposal, please, in brief? 

Q We* a there proposals, actual proposals? 

A Well, on all of thet:s — well. North American 
Rockwell, a broker approached us. 

TE3 COURT: When? 

TIE WITNESS: In — X don't remember the date. 
It was in IS 70 or *69. It was after Bangor Punta had 


control. 


TEE COURT: Why don't you gather together your 


recollection of the dates when, and the circjmstances, and 
the proposals- involved in your efforts to sell all or any 
part of your position after you had acquired it? 

I suppose the last acquisition was in August, 


TEE WITNESS: (Nods) 

TEE COITJVT: Because the other lawyers Vxrl 
undoubtedly want to examine you on cro3s-cxamination7 and 
va will take that information the first tiling tomorrow 


s?o ” . 
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2 

3 

4 

5 

6 
7 
0 

9 

10 
11 
12 

13 

14 

15 


We will recess now until tomorrow morning at 

»* . • 

ten o'clock. 

* v.in ■■ 


(Adjournment taken to March 10, 1971, at 

*•. % •»*'?' 

V,- *■ 

10.00 a.m.) 
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CBRIS-CRAFT INDUSTRIES, INC. 
vs. 

PIPER AIRCRAFT CORPORATION, 
•t al. 

BANOOR PUNTA CORPORATION 
VS. 

CHRIS-CRAFT INDUSTRIES, INC. 

s»B ~ 

vs. 

BANGOR PUNTA CORPORATION. 


69 Civ 2227 

69 Civ 2354 

70 Civ 3940 


New York, March 10, 1971; 

10.00 A.M. 

(Sace appearances as before with the exception 
of the absence, of Mr. Kusnner.) 

Trial resumed. 

MR. RYAN: Your Honor, I spoke to Mr. Liman before 
court opened and I advised him that Mr. Flick, one of our 

witnesses, is coming in from Los Angeles Thursday night * 

A 

and I would like to put him on Friday morning, and Mr. 

Liman indicated that would be agreeable, and Mr. Wallace, 

another witness, the president of the company, I would like 

to put on Jtonday, and Mr. Liman indicated that was all right. 

THE COURT: Off the record. 

(Discussion off the record. 
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C. LEONARD GORDON, resumed. 

DIRECT EXAMINATION CONTINUED 
BY MR. LIMANS 

Q Mr. Gordon, at the close of yesterday's session 
you were asked to detail the efforts that Chris-Craft had 
made to dispose of its minority position in Piper. I would 
ask you to start chronologically and to describe the efforts 
in which you participated. 

A Starting when? 

Q Starting with the earliest date after May 8, 

1969, that you made efforts to dispose of your position. 

A The first efforts we made to dispose of our 

I position were to Bangor Punta. 

Q After those efforts, what was your next effort 

with respect to a third party? 

A It was not after those; those efforts were con- 

• tinning all during the period, up to the present. The 

first time with a third party, that 7. recollect after May 

8 — I made notes. May I look at them? 

Q Yes, you can, and we will mark them for identifi" 

| cation after you finish referring to tnem. 

I P It was in September. 

Q Of what year? 

A Of 1969. We mot with George Scharfenbarg of 
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City Investing. That was a meeting attended by David 
Wallace# Herbert Siegel# David Baird# George Scharfenberg# 
and myself# and Mr. Scharfenberg offered to finance either 
party to take out the other and Bangor Punta said they would 
not sell under any circumstances# they were not prepared to 
buy and they would only sell their position at their cost. 

We were not offered a package for our securities 
separately; Mr. Scharfenberg would only be interested in 
both positions. * 

The next meeting with n third party that I attended 
was, I believe# in October, and then again in November# 
with representatives of I.srae: Aircraft# Kenny Bialkin was 
general counsel — 1 don't know if he was general counsel, 
but he is a partner in Dewey Bollantine — 

Q Wil3.kie Farr? 

A Willkie Farr# excuse me. I had discussed the 
• possibility of dcing some tiling with Israel Aircraft with 
Kenny very generally in the summer# the first — 

Q The first meetings were when# in November? 

A Yes. 

Q Khau was tha substance of those? 

A They would be interested in buying Piper Aircraft. 

0 Your position? 

A Both positions# ours and Bangor's. 

SCUTHSSN i>Wti\ r C3UPT ffcfPORT5JM 
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Dp 

Q Yours alone? 

A NO. we had a number of meetings with Zsrael 


Aircraft and we talked to Bangor about it at a later 
date. 

0 Next? 

A X show a June 24 date. 

0 1S70? 

A That must have been 1970. That must have been 
tne subsequent rceeting with Zsrael Aircraft and A1 Schwinner. 

Q Who is A1 Schwimmer? 

A The president of Israel Aircraft. 

Q Next? Are you going chronologically or by com¬ 
pany? 

A I am trying to go chronologically by company. 

My .notes are sort of scattered. 

j 

Zn January — 

Q Of *70? 


A of 1970 the broker, Ralph R£ener, approached 


me and told me that North American Rockwell would be interest*! 


d 


in buying our position and Bangor's position; they would not 
be interested in buying ours alone. I immediately informed 


David Wallace and we had a meeting — x show fuite 305-306, 
and I think that was the St. Regis Hotel, with a vice¬ 


president of North American Rockwell. 


sourHEm Djsrata c kip t reporte?. a 
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Q who is the broker? 

A Ralph Riener, R-i-cn™*-r. 

Q There is a question — 

A The next — 

Q — from Piper's counsel for you to identify the 

vioe-president of North American Rockwell,if you recall his 
name, 

A I don’t recall his name, and I didn't — I think 

it is i think I cculd find that name, or David Wallace 
would know it. 

MR. LIMAN: We will provide the name in the first 

recess. 

r«E WITNESS: I didn't have it. I don't have it 

here. 

Q You don't have ±? 

A tod I don't remember it. There were two men 

from North American Rockwell, i believe. Wa met with — 

\ 

I root with a Mr. Stevens of Northrup on March 16th. 

Q 1970? 

A Yes. He expressed an interest in purchasing Piper 
Aircraft but only if he could get both our position and 

Bangor's position, and we talked around and finally told him 
to talk to David Wallace first, because th^ was - we told 
him that vrould be the hard half of the deal, 'rds to 

SOUTHERN DISTRICT COURT RcrORTETS 
United States Court Hci.se 

JcSQUARE, MY., MY. ICO Qj TEi.EFHO.fc: CORTLAND A4560 
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* 2 I that effect. 

3 | Xn January — my notes didn't -*• my records didn ,; t 

4 fin this. This is from my memory. 

9 Q Again, what year? 

6 A 1970. X got a call from the — an Investment 

7 hanker at Dillon, Read, who told me— he was speaking for 

8 Grumman, that they would be interested in buying our position 
^ lif they could buy the Bangor position at the same time. His 
W | price was 'way below what Bangor would be willing to pay. I 

II I think it was $20 or $30 a share. 

| Q Next? 

& THE COURT* You said his price would be 'way below 

^ what Bangor would be willing to pay? 

THE WITNESS: Yes — would be willing to take. 

** THE COURT: What was Bangor willing to take, according 

* 7 to what they said? 

18 Q What did Bangor — 

! 

A. Bangor had expressed to North American Rockwell that 
^ lthey v.ouii be willing to take their cost at that point in 
[time. 

q Had they ever expressed that to you? 

** A They would sell to me at their oat? 

24 Q No. Were you present when they expressed that? 

25 I A Yea. 
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Q All right. Z just wanted to — 

THE COURT* What was the cost, approximately, per 

share? 

THE WITNESS : On their books — this ip a stipulated 
fact — I think it was per share, their cost was in the 

70'3, the high 70’s, I think. I dont recall it offhand. 

Q When they said their cost, was it book cost? 

A Book cost. I was told — 

Q I want to know: when you say you were told, I 
was asking you at this point for efforts that you participate* 
in. 

A That's all — 

0 Now — 

A — that I remember. 

Q Now, wa3 someone else at Chris-Craft participating 
in any efforts to dispose of the position? 

A Yes« 

Q Who? 

A Mr. Siegel. 

Q And I believe Mr. Siegel's efforts will come out 

in his appearance on the stand. 

MP.. Gordon, did you at any time discuss with your 
investment bankers the possibility of selling your position? 

A Yes. 
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When? 


A Apparently by January of 1970 I had. 1 think 
we discussed it prior to that, too. January, *70, a lcks 
in my mind, because that is when 1 talked to Armond Erpf 
about it, and he told me that he was making attempts — 
that he would be making attempts to sell it to Mitsubishi. 

By "it" I mean, again, the whole package. It was his 
opinion that cur portion was unsalable. 

Q When did he express that opinion to you for the 

first time? 

MR.RYAN: Objection. 

MR. PENUOYER: Objection. 

MR. P.YAN: I would also like to point out to the 

Court that Armond Erpf is dead. 

THE COURT: Strike it out. Objection sustained. 

Q Mr.Gordon, as a result of all your efforts, did 
you find a buyer who was willing to taka your position alone? 


Q Now, you have testified that a number of people 

said that they were not willing to take yours alone but 

that they would take both. Was — 

A Wall, the ansvrer — my last answer is incorrect. 
Thera is a buyer who would be ~ Bangor Punta would be willin' 

to take our position alone. 
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Q Anybody other than Bargor r-unta? 

A No. 

Q ' And was there ever any explanation given by any 
of these buyers or any explanation of this as to why only 
Bangor Punta wa3 willing to buy? 

A By any o£ these people we were talking to? 

0 * 03 . 

A Not that I recall. 

THE COyPT: How had you carried this interest on 
your becks ar.d accounts? At what value? 

THE WITNESS: Our books — at our coGt. v 

THE COURT: Has there been any footnoting to 
indicate that that is not actual value? 

THE WITNESS: Yes. 

THE COURT: What deer, the footnote say, in sub¬ 
stance? 

THE WITNESS: The footnote says in substance that 
the investment is carried at cost, that there is litigation 
in which we are. seeking money damages, which we expect to 
compensate us for — I forget exactly how it is phrased, but 

> fv . 4 

the import is any lessening of the carrying value that has 
resulted from the — that has resulted — 

* ■ 

Q Is it in substance thst your footnote — *e can 
produce it — say3 that it is carried at book, subject to 

SCWWeRN 0!STRICT COOT REPOSTE*: 
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A Why don't Z get the footnote? 

MR. LIMANi Do ve have it here? 

THE COURTi Certainly, the litigation ia not going 
to inereaee your cost. That is not designed to increase your 
coat, is it? 

THE WITNESS: NO. 

MR. LIMAN: It is qualifying cost. 

THE WITNESS: This is our expense, not car cost. 

Q I show you the 1970 annual report of Chris-Craft 
and ask you to find the reference. 

TEE COURT: While we are at it, let's have the '69 
notations, if any. 

THE WITS?ESS: The investment is carried at — 

Q Are you reading? 

A The investment is carried at $46,000,000, and the 
. footnote states: 

"Investment in Piper Aircraft Corporation in May, 
1269. The company brought suit in the United States District 
Court for the Southern District of New York against Bangor 
Punta Corporation, Piper Aircraft Corporation, the Pirst 
Boston Corpoj. f tionand certain individuals, alleging violation:! 
• of the securities laws and seeking substantial money damages. 

. In April, .1970, the United States Court of Appeals in New 

SOUTHERN iHSTRICT COURT REPORTERS 
United States Court hcusg 
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York held that Bangor Punta and Piper had violated certain 
provisions of the securities laws and remanded the suit to 
the District Court to determine an appropriate remedy. 

Zn the opinion of management# the company has# as a result 

• : 

of the notions of the above-mentioned defendants# suffered 

• t 

substantial injury in connection with its investment in 
Piper# which is carried at the company' s cost of $46#000#000# 
in the accompanying balance sheet. Management and special 
counsel for the company believe that the company has a 
meritorious claim for damages to remedy the injury. However 
the outcome of litigation can never be determined in advance# 
and pending a final determination by the Court# the company 
is not in a position to determine if a reduction in the 
carrying value of this investment is required." 

Then I refer to the Bangor Punta countersuit 
there# and our accountants — auditors' report was subject 
to the — in our opinion subject to the effect of any adjust¬ 
ment to the carrying value of the investment in Piper Air¬ 
craft that may result from the matter discussed in Note 9. 

THE COURT: That means that until this suit is 
completed you can't tell whether the actual value is 

$46,000,000 or not? Is that what you mean? 

THE WITNESS: Yes. 

0 Why? 
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2 1 

A Because va were Injured by the defendants in this 


3 I 

lawsuit* 



0 But what is it that — 

• 


MR. PENNOYERx Objection. 


mma 

Q Are you saying, Mr. Gordon, that the lawsuit can 



add to your cost? You are carrying it at cost? 


• 

A No. You noraally carry an investment like this at 


9 

cost. You would not change the value of the investment 


10 

unless fc'3 permanently impaired. 


11 

Q What was the reduction that you were talking about 


12 

or possible adjustment, the language you read? 


12 

MR. PENNOYER: Objection. 


14 

THE COURT: I will take it. 


19- 

A It would be an adjustment to the value, the present 


id 

value of the 41 or 42 per cent position that we have in 


17 

1 Piper, and wa would have to estimate what that was. 


18 

q As a director of Pioar, you received various 


19 

1 reports on the financial condition of Piper? 


20 

J A Yea. 


21 

j| Q Yesterday, I asked you, at page 13S, referring to 


22 

the statement that in September of 1970 we were seeking 


23 

damages s 

. 

21 

"What waa it that led you to come to the conclusions 


25 

I tha ; : ware reflected in my statement to the Court in September 
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•A During that period, up till then, we were trying to 
get into or get out, either to get control or get out of 
our position. By the time you made your statement, it 
became apparent that virginity could not longer be restored, 
the company had(hanged so that there was no way that control* 
could make us whole, that that would not be an adequate 
remedy for the violations — that was our claim, that that 
wouldn't be an adequate remedy for the things that had been 
done to v.s by Piper and Bangor Punta and First Boston." 


THE COURT s What page? 

MR. LIMAN: Page 186, your Honor. 

Q (Continuing) What changes in the company were you 
referring to? 


A There was a change in management. A new president 
was brought in. Mr. Piper was terminated as the principal 
* executive officer. I think he's the chairman of tho beard 
now. The company's share of the market has declined. 

. Q Share of what market? 


A Light aircraft market. The company's financial 
position has deteriorated. The company has been losing 

money every month this year, lost money last year. Neither 
Beech nor Cessna lost money. It's a different company, 

differently structured. They have entered into the military 


SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 

FOLET tOUARE, N.Y.; N.Y. 10007 TELEPHONE: CORTLAND 7- «8C» 






PP Gordon-direct 

narket* 


1300 A 


217 


MR. LIMAN* i eould mark for identification ae 
Exhibit 36 the Piper 10K for the fiscal year ended September 


30* 1968. 


As Exhibit 37 for identification $ Piper's un¬ 
audited financial statement as of March 31, 1968* 

As Exhibit 38 for identification* Piper's un¬ 
audited financials as of June 30, 1969. 

As Exhibit 39 for identification. Piper's 
10K for Sepfcenber, 1969. 

Q Are you familiar with these documents? 

A Yes; I am. 

Q And have you read them? 

A Yes. 

Q Can you identify them as the documents which I 
have described? 

A Yes. 

MR. LIMAN: I have no further questions. 
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CROSS EXAMINATION 
BY MR. PENNOYER: 

Q Mr. Gordon, focusing your attention to January, 
X969, as Z understand it, there was in Chria-Craft an 
investment committee consisting of yourself, Mr. Siegel 
and Mr. Rocklis at that time? 

A No, I was not a member of the executive com¬ 
mittee. 

Q No, Z e»id an investment committee. 

A That's right. You misdescribed it. It 
oo.i3i?led of Hr. Sherill, Mr. Siegel and Mr. Rocklist. 

You said i was a member of it and I was not. 

Q You were not on that? 

A No. 

Q As of that time and up through February 3rd, 
which was the closing data of your cash tender offer, 
had you had any experience in aircraft manufacturing, Mr. 
Gordon? 

A No, sir. 

Q How about Mr. Siegel? 

A NO. 

Q Mr. Rocklis? 

A No. 

Q Mr. Sherill was an outside director? 

SOUTHERN W STRICT COURT REPORTERS 
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A Yes. 

Q As X understand it. Hr. Siegel made the decision 
in late December of 1968 to buy Piper on the open market, 
is that correct? 

A Yes. 

Q Did he consult with you about that decision,or 
his decision to purchase shares? 

A At or about that time, yes. 

* 

Q Did he ask you to do anything, to make any 
studies? 

A No. 

Q X think it is an agreed finding that between 
December 30 and January 18, approximately, Chris-Craft 
bought approximately 101,000 shares on the open market 
and that between the 18th and the 27th Chris-Craft bought 
another approximate 100,000 shares from Technology Fund, 
la — 

MR. LIMAN: That is approximate except that the 
Teclmology F’liid purchase v/a3 consummated on the 23rd and 
made on the 22nd. 

MR. PENNOYER: All right. 

Q Now, sir, up through the Technology Fund purchase, 
Chri3-Craft had invested about $11 million in Piper stock, 
had it not? 
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h l will take that figure without doing a calcula¬ 
tion. 

0 Then you nude a decision to go ahead with the 

cash tender offer on or about the 22nd? 

A That* right. 

Q And that involved, at *65 a share, for 300,000 
shares, a total of approximately another what, about 
$20 million? 

A Yes. 

Q So thatthe total of allthoae transaction* 
involved something in excess of $30 million, is that 
correct? 

A yes. 

Q Between the time that Mr. Siegel told you he 
was going to or Intended to buy Piper stock on the open 
market and February 3, the closing date of your each 
tender offer, what studies, if any, did you make of the 
aircraft manufacturing business, and, specifically, of 
Piper's products? 

A I read the annual reports of Piper, I read all 
of the information that was on file at the New York 
Stock Exchange about Piper. i had read some of the 
magazines about Piper's products. 

0 What magazines? 
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A Hell, z had read magasines that were available 
on the newsstands. X would pick them up when X was 
traveling and look at them. 

X read — 

Q Can you identify any of those magazines? 

A Seme aviation magazines. Aviation & Flying had 
adds for Piper, business & Commercial Aviation X had 
seen, which had the Pocono on the cover. That's about 
it. 

G It was Mr. Rocklin' job, as X understand it; 
in Chris-Creft, to collect information about other com- 
panies, is that correct? 

A Yes. 

Q Ar,d he had some information about Piper,amongst 

other companies, in his files, did he not? 

A Yes. 

G Did you check that information? 

A I think the annual reports X looked at came 

from his files. 

0 Anything else that you recall at this time? 

A No. 

Q Did you, other than the annual reports, check 
anything from Mr. Rocklis' files about Piper? 

A No. 
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2 

Q 

I»n-t it oorreot that up to the close of your 

3 

A 

o.rt tender offer you consulted with no independent expert 

4 

c 

ia the field of aircraft manufacture? 

*) 

A 

Yea. 

6 

0 

And, in fact, you consulted with no outsiders 

7 

ft 

who were export in that field? 

a 

a 

A 

Yeo. 

V 

Q 

Did you write any memos, notes about Piper's 

JO 

products 

up through the clo&o of your cash tender offer? 

' 11 

A 

No. 

12 

Q 

.Any writings whatsoever? 

13 



u 


M3. I object to the form. Any writings 

: 


on what? 

A 

115 



14 


MR. P311MOYERs of any kind, about Piper's 

produces. 


17 

A 

Unless you want to call underlininga or marks 

13 



on Piper* 

s own documents, no. 

1? 

Q 

Did you see any such memos or reports from 

20 



anybody in Chris-Craft prior to the cash tender offer — 

21 

prior to 

the cash tender offer,to the termination of the 

52 




cash tender offer? 

33 

1 

NO. 


Q 

i 

old you get any memos or reports from Shields & 


Company? 
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to? 


MR. LXM&Nl 


Written reports, you are referring 


MR. PKNNOYERx Yes. 

A With respect to Piper's products? 
Q Yes. 

A No. 


Q Or Loeb, Rhoades? 

A He. 

Q A:i of the close of your Cash tender offer would 

you say you had a pretty good knowledge about Piper's 
products? 


A It depends ox* how you define "pretty good." 

Q Hell, what did you know about the products at 
that time? 

A I knew that they made three twins, I knew that 
they at the end of the cash tender offer? 

. 3 Yes. 


A They were coming out with a pressured Navajo, 
they were coding out with a Pocono, coming out with a 
new version of the twin Comtoanohe, they made the agri¬ 
cultural plane and the Supercub, and a variety of single- 

„ ’ •• -• • * « u 

ehgp.ne that they — 

U Did they — did you finish? I didn't mean 
to cut you off. 
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A I knew all the information that was set forth 
in Piper's annual reports about their products. 

Q Did you believe at that time that Piper made 
military aircraft? 

A Did I believe that it made military aircraft? 
Q Yes. 


A 

nales. 


No# not as such. I believe they had military 


0 Did you believe at that time that Piper made 
t* h *s Pocono? 


A Yee. I sav; a picture of it flying on the 
c rer of Business 6 Commercial Aviation — they at least 
made that one. 

Q Is this an affidavit signed by you. Hr. Gordon, 
on January 31, 1969, in the Eastern District antitrust 
notion brought by Chris-Craft against Gannmian and Piper 
(handing)? 

A Yuo. 

Did you say in that affidavit as follows: 


"cbrumman competes with Piper in the production 
and sale of general civilian aviation aircraft, 

agricultural aircraft, military aircraft and 
component parts for general aviation and military 
aircraft"? 
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bid you nalc« that statement? 

A Yas. 

Q Under oath, air? 

A Yes. 

Q And that was not correct, was it? 

A Zt ^certainly was correct. 

Q Did Pipar at that time make military aircraft? 

A It makes aircraft for sale to military, yes. 

I take it when they buy it it is military aircraft. 

Q In that your opinion today, that when you sell 
a utility airplane to the militury, it is a military 
aircraft? 

A Zt is my opinion that describes Piper's business. 
Xf it were important to differentiate between an airplane 
sold to the military — Piper itself refers to sales 
to tiie military in its own reports, and this was an 
affidavit taken from‘Piper's own information. 

Q Where in Piper's reports — and you have them 
attached to the affidavit — does it say that Piper sells 
military aircraft? 

A It talks about its sales to the military. It 
will take mo a while to find it. I know that it is in 
he* &. 

(Pause) 
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MR. LIIiANt Could I shorten it. Hr. pennoyer. 


by referring him to something? 

MR. PENNOYER: Yes, you nay. > 

* 

MR. LIMAN* Page 9—1 don't know if this is 
what he was referring to — is the SEC designation of 

P«ge 9 of the 1968 annual report. it is the page where 
they list sales volume. 

A Yea, sales dollar volume, military is listed 
as one of the throe major headings of sales dollar 
volume. 

Q Doss that, ay anything about military aircraft? 

A No — just a minute, let me get the page here. 

It aaye military, prime and subcontract. 

Q Ami you agree that it doesn't say military ^'* X * A * 7 “ 
does it? 

A it nay be referring to the sale — i know they 

had sales to the military. They sold to both foreign 
and domestic military armies. 

Q And in terms of the amount, it is $59,000? 

A Right. 

Q In 1968? 

A Yes. 

Q Out of a total sale of commercial planes of 
$89 million, roughly? 
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2 

A Ices. 

3 

A 

MR. liman, Out of a total sales, as I see 

c 

it, of $96 million. 

0 

6 

MR. PEI. OYER, All right, $96 million. 

7 

Q ?ay in the same affidavit submitted 

w 

8 

to the fed/ .el court in Brooklyn, 

9 

"Piper manufactures aircraft for the same 

IP 

Fcrpcrs, including the lrt-pausenger Pocono"? 

11 

Did you make that statement under oath? 

A Yus. 

12 


13 

Q And it did not then manufacture the Pocono, did 

it? 

14 

• 

15 

A It hid tad. some. lt was ut ^ comeroial 

16 

naaafacturo. Thy had ona flying. 

17 

0 llior to February 3 had you aa sa befandant 

18 

Pipsr's K for identification? 

19 

HR. LIMAN 2 Can you — 

2) 

Par. PEHNOYER, This is the Forbes I960. 

21 

MR. LIMAN: The Forbes article? 

22 

MR. PENNOYER; y e a. 

23 

A I don't recall having seen it prior to February 

3rd. 

76 


25 

Q Do you know whether that was in Mr. RockUs' 


j file on Piper? 
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1 

2 

3 

4 


»j-U 


A 

Q 

A 


YSS, it WM, 

Did you read it? 

I have read it since, 


I don't really recall 


Wh * th * r 1 read before that. No, x don't think I 
did. 

Q Would you agree that it states, in substance, 
in the heading: 



‘Always Late. Piper Navajo (top) with a 
picture — the business plane came out two years 
a^tar Cessna’s 411. Piper Pocono, a commuter 
airliner, will be two years behind Beech's 99." 

no you agree that is what it says, sir? 

A Yes. 

Q And down here, in the right bottom column — 

MR. LIMAN: Are you reading fromthe right 
bottom column? 



MR. PENNOYER: Yes. i am just trying to find 

the place. 

MR. LIMAN: I will find it for you — is this 

what you ere referring to (indicating) 1 The witness 
can have a copy (handing). 

Q Refer a minute now to Defendant's Exhibit J 
for identification. That is Aviation Week & Space 
Technology, November 4, 1968. 



SOUTHERN DISTRICT COURT REPORTERS 
United States court House 

Fcusr SauAM, MY, MY. MOW telephone, CORTLAND W58C 





r • 






fllj-13 


Gordon-cross 


1313 A 


230 


Your Hc ior, there are parts of this that will 

* 

b * °* ll8d attention and i don't know whan is the 

i>est tine to do it. 


(Defendant's Exhibit J for identification 
. received in evidence.) 

(Defendant's Exhibit K for identification 
received in evidence.) 


MR. PENlvOYER i I might say there are parts of 

K that are quoted in some of the findings. 

THE COURT: Mr. Pennoyer, could you suspend for 

a moment. 


Ti ere is somebody here on an order to show cause 
who needs immediate relief. 

(Pause) 


f 
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t4 


2 

3 


4 


5 


. 6 
7 


8 

9 

10 

n 

12 

13 

14 

15 

16 
17 

ia 

i? 

j 
20 

21 

2 ?. 

23 

24 

25 


Pj-1 

MR. pemnoyer* x would like to read one short 
sentence from the Forbes magazine article of November 1, 
1968, quoting Hr. W. T. Piper, Jr., as follows* 

"we haven't yet decided on a couple of 
points, such as - whether to use turbo-prop 
engines." 

That relates to the Pocono. 

MR.LII'IUK: I would like to read the preceding 

sentence, your Honor* 

"Piper's commuter craft, the 16-passenger 
Pocono, is already flying, but deliveries won't 
begin until mid-1970, more than a year later 
tlian originally announced. I don't think we 
are late into the market, says Piper. There 
will be a high demand for many years." 

THF COURT: Is anybody trying to persuade me 

that Cliris-Craft cid anv more than consider this thing 
as a financial opportunity, without regard to who Piper 
was or what it was? 

Is that the thrust of anybody's proof here? 

MR. PENliOYER: Yes. This relates to the 

testimony yesterday about certain promises or representa¬ 
tions made with respect to the Pocono and alleging reliance 

thereon. 
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THE COURTt You don't mean "yes." What you 
ar« t ,.\ saying to me is that the context of the investment 
here was one strictly on a financial speculation rather 
than on a commercial interest in the manufacturing pro¬ 
cesses and results of manufacture. 

Isn't that what you are saying? 

MR. PENNOYERi Yes, that is correct , your 

Honor. 

Irik* COURT: I don't think that changes 

anything under the securities laws# but 1 think I understand 
tha context of what you are saying. 

MR. PENNOYER: Our position, if I may state 

it, is that they bought 340,000 shares for in excess of 
$30 mi-lion without checking anything. 

MR. LIMAN: Your Honor doesn't want to hear 

argument on this subject butyywere annual reports and 
published statements made by Piper. 

MR- PEN NO YE R: I would like to read one very \ 

brief statement from the November 4, 1968, edition of 
Aviation Week ax.d space Technology, which is Defendant's 
Exhibit J now in evidence. 

"Flight testing of the prototype Piper PA-38 
tv rln engine commuter airliner lias shovm a need 

for increased engine horsepower and redesign of 
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““ win, fillip meet the performance 8poolfica _ 
tions." 

<«• WMMI, Mbuld you road tho sentence, 

-*yp. a totting of the improved engines 
* Lycoming hos bton oomp late<i and deUvery 1b 

•*p«ted by next opting for inotellatlon on a 
prototype PA-35.■ 

BY I4R. PBNNOYER: 

Q Now, Hr. Gorton. 1 believe you testified yes¬ 
terday that you attended tho annual meeting of Piper 
oa February 4, 1969. 

A Yes. 


o No you recall that testimony? 


A Yes. 

o 1 want to read an answer you gave yesterday 
regarding certain statements made at that meeting. 

And do you recall whether it was discussed 
and by whom? 

'A Hr. Pip ar discussed the business of the company 

" ' 4V ° rabl ° ter " 3 - He the Navajo and the 

pressurized Navajo, which was their new product coming 
on. It was a very important development, because It 

Q la that what ho said? 
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Q It's not clear to me whether you are —— 

" A Y **‘ He 8aid there was an important develop- 

nient, that It was a business airplane. And then Howard 
Piper, his brother, discussed the Pocono. i think it 

might have been built; I think it was Howard, though, 
discussed Pocono, which was the new 18-place commuter 
aizplane, vhich they said was Leing tested, and with 
the introduction they were building a plant in Lakeland, 
Florida, and the Pocono would be in proeuction next 
year." 


Nov:, sir, did you know that the statements at 
that meeting were transcribed by a reporter? 

A Yes. 

Q And have you since looked at a transcription of 
that meeting? 

A Yes. 

Q Ard did Hr. Howard Piper say at any time that 
the Pocono wculd be in production next year? 

A I believe he said it. it was my recollection 

that he did, yes. 

^ !■ irst of all, 8i r, is Defendant' s Exhibit L 

for identification a transcript of the proceedings at 
the February 4, 1269, annual meeting? 
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MR. LIMAN? No will stipulate that this was 
produced yesterday afternoon, correct? 

MR. PENNOYER: yes, sir. I offered it in 

evidence. 

MR. LIMAN: As being a full transcript, is that 

right? 

MR. PENNOYER: Yes. 

MR. LIMAN: Have you satisfied yourself of 

that? 

I don't know whether it is or it isn't, Mr. 

Pennoyer. 


MR. PENNOYER: Well, it is a problem of elimina— 
tion. If l have to read the whole thing into the 
record, it is going to take too long. The witness has 
indicated he said ~ 


MR. LIMAN: No. Are you satisfied that this is 
a full transcript of the meeting of that date or that it 
was something else? 

I don’t know. I asked for it and we got it 

yesterday. 

MR. PENNOYER: Mr. Shiraer informed me that it 


is. 

MR.LIMah; If you are satisfied and make the 
representation, I will have no objection. 
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Pj~6 


MR. SHZMERt Those were the minutes taken at 
the annual - meeting on February 4, 1969. 

MR. PENNOYERj Z offer Defendant's Exhibit L 
for Identification in evidence. 

Z gather there is no objection. 

MR. LIMAN: On that representation, there is 

no objection. 


(Defendant's Exhibit L for identification 
received in evidence.) 

BY MR. PENNOYF.Rs 


Q Now I show you page 11 of this transcript. 
Defendant's Exhibit L, Mr. Gordon, and Z will read to you 
as follows a statement by Howard Piper regarding the 

Pcccno: 

a The third major project i3 the D-35 Pooono, 

which is our 18-place computer and cargo-typ j 

aircraft, being developed in Vero Beach for 

production in the new plant which is being smarted 

in Lakeland right now. This Pocono is planned 

to be available in some of the versions starting 

with a relatively low-priced piston engino powered 

model using 520 horsepower Lycoming a . Later 

modes will b~s stretched aod will use turbines. 

This airplane, like the net of our models, will 
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b© designed for considerable growth." 

And then he goes on. He agreed to speak about 
the Arrow, which is another product. 

Now in what I have read did Mr. Howaru Piper 
•ay anything to the effect that the Pocono would be in 
production next year? 

MR. LIMAN: You are asking him for the way he 
interpreted it because the document obviously speaks for 
itsslf. 

MR. PKHNOYER: Yqv, . 

Tils, COURT: Is there anything other than what 

you h-jve juot heard that led you to believe that the 
Pccjono would be in production? 

THE WITNESS: Yes. 

TK3 COURT: in other words, what has just 

been read didn't lead you to that conclusion? It was 
something else, is that right? 

THE WITNESS: Obviously not. it is not in 

there. 

TIE COURT: You me<?n obviously so? 

TFE WITNESS: Yes. Obviously so. I started 
from a different point. 
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Q Will you look — 

MR. LIMANI Can we stipulate that the reference 
to D-85 Pocono is an inaccuracy, and it is P-35, X believe, 
so to that extent it is not an accurate transcript? 

t 

THE COURTi Well, whether it is an accurate 
transcript or not, it doesn't bear on the point that we 
are talking about. If it was described with two shoelaces 
instead of one shoelace, it doesn't mean the shoe was there. 
He says it's something else, not this. 

Q Mr. Gordon, I am going to ask you, over the lunch 
hour — 

MR. PENNOYER: Could we take a five-minute 
break, and I will ask the witness in the meanwhile to examine 
this transcript of the proceedings of the annual meeting and 

I 

tell me what it said in there, in substance or in fact, 
that the Pocono will be in production next year. 

THE COURT: Mr. Gordon has already told you that lie 
read the transcript. He has already told you that the 
passage that you read was not the documentation for the 
position that he mentioned in his direct examination. 

Is there anything else that you recall from what 

you have read contained in the transcript that documents 
your point? 

THE WITNESS: No. 
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THE COURT* All right. 

Q NOw, Mr. Gordon, as I understand it, the first 
suggestion that Chris-Craft might make a cash tender offer 
was made by you in a telephone call from the Bronx Zoo to 
Mr. Siegel; is that correct? 

MR. LIMAN: Could I hear the question? 

A No. First of all,it was the Central Park Zoo. 

Q I am sorry. 

MR. LIMAN: It's a long walk. 

A It*s a long, long walk from the Bronx Zoo. 

Second, that was my suggestion — ray nuggestion at that point 
in time was for a tender offer with proxies. We had dis¬ 
cussed the possibility of a tender offer the night before. 

Q That is, a cash tender offer? 

A Yes. 

THE COURT: Did any animal there suggest the tender 

offer? 

THE WITNESS: Yes. The elephant. We had done it 

before. 

Q As I understand it, you had expected the Technology 

Fund representatives in that day, and there was the posSibili 

that you night be able to pick up their 110,000 shares? 

A It was 100,000 shares. 

Q Well, 100,000, whatever the exact number is. 
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H 

A Yes. 


B 

Q And that is what generated the thought in your 


B 

Bind at that time? 


B 

A Yes. 


B 

Q Now, on or about January 23rd, you did buy the 


B 

Technology Fund shares, and then you entered into discussions 


8 

within the company with respect to making a cash tender offer 


9 

is that correct? 


10 

A On which day? On the 23rd? 


11 

Q Well, on or about January 22nd or 23rd. 


12 

A On the 22nd, we agreed to buy the Technology shares 

» 

13 

Q Right. 


U 

A And we started the discussions in earnest on the 


15 

cash tender offer that very day. 


16 

Q Aid in fact, the cash tender offer was for a 


17 

maximum of 300,000 shares? 


IS 

• A With the right of overage, yes. 


W 

Q With the right of overage. But the maximum 


» 

stated — 


21 

A it vrasn't a maximum. It was 300,000, with the 


22 

right of overage. The word "maximum" is your word, I think. 


23 

Q Now, did you discuss the reason for limiting the 


» 

> 

« offer to 300,000 shares of Piper? 


25 

| A Yes- 
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2 

Q And was one of the reasons the fact that you didn't 


3 

have enough cash or readily liquidable assets to buy 51 


4 

per cent of the Piper stock? 


5 

A At that point in time? 


6 

Q Yes. 


7 

A In hand? 


• 

Q Yes. 


9 

• 

A Yes. 


iO 

Q And what other reason was there for picking the 


1! 

figure of 300,000 shares? 


12 

A It was th- figure best calculated in our thinking 


13 

to bring in a majority of the — to bring in enough shares 


14 

to give us the majority >f the shares of Piper. 


15 

Q VJell, in order to get a majority you needed, after 


16 

the ?ech Fund shares came in, you needed about 500,000 shares 


17 

or 550,000 shares; is that correct? 


18 

A It would be more than that. 


19 

MR. SHIMER: ’ 620. 


3t> 

A 620. 


21 

Q 620. Now, are you stating to the Court that by 


22 

offering the 300,000 you thought the 600,000 or more would 


23 

come in? 


26 

A More likely than if we asked for 600,000, yes. 


X 

1 

Q And what was your reason there? 
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A 

.y ,o ing to ,.t their sharee off( if ^ thou?ht 

th.t the tenderer , olng to purchMe If „ aaw th> 

' har °* C ° ai " 9 ' ln ' - al **y» -ounce that we wouid 

taka all the shares that would come in «-k 

n ' * nd the n they would • 

thQ balance would come. 

o 13 it your testimony th.t your intention at thet 
JanUary 23id ' Whe “ -iretannounced the cash 

t “‘ ler ° ff8r ' *“ 60 a0,UlrS 3 ™1°rlty of the Piper 3hsrea? 

A Thet was one of our purposes, ye,. 

*“ that your intention at that time? 

It was my hope, 

Vour hope. Your intention, sir? 

I had several intentions. 

And they were what? 

«y intention was to buy share, of Piper stock - 

r ■’ •*“ —«>», 

-per Stock, tc try to get , majority. Me „ 4n , t Kaat ^ 

— T° lVe ° ^ 8611103 ^ 3hare * “ " unable 
^ 9 * ”' a3 ° rlty by that as our sole intention. 

. 0 °” th ° 23rt y ° U did PUlliah tender offer, Wt 

^'iat correct? 

A Yes. 

0 Prior 1o the 23rd. did yo „ receive and review 

areft o, an o«er to purchase 300.000 shares of stock of 


Q 

A 

Q 

A 

Q 

A 
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Piper Aircraft Corporation by Chris-Craft Industries, 
narked for identification as Defendant's Exhibit D? 

MR. LIMAN: Is that one that we marked yesterday, 
with a plaintiff's number? 

MR. PENNOYER: I don't know. 

Q (Continuing) Was Exhibit D prepared by Cravath? 

A Yes. 

Q And reviewed by you? 

A Yes. 

Q And similarly — 

MR. LIMAN: Ctin I see mine, so I can follow you? 
If you are marking things that we have already marked — 

Could you describe vrhat the document is that you 
are sharing him, so I can follow it? 

MR. PENNOYER: Yes. 

Q Subsequently, you filed a copy or a form of offer 
to purchase the same shares by Chris-Craft with the SEC? 
correct,air? 

A Yes. 

Q And that is dated January 23, 1967? 

A Yes. 

MR. LIMAN: What number are you showing him now? 

Q Is the document I am showing you a copy of what 
you filed with the SEC, that i3, the offer? 
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A Yes. 

MR. PENNOYER: A copy of the newspaper article, 
that is, an offer appearing in The New York Times. 

Q Is that a copy of Chris-Craft's offer for 300,000 
shares of Piper? 

A Yes. 

MR. PENNOYER: I will attach The New York Tines 
article, which has Defendant's Exhibit E for identification 
already stapled to it, and I will attach to the form of 
offer filed with tne SEC, as testified by the witness, and 
I will offer in evidence now at this point Defendant's 
Exhibits D and E. 

MP. LIMAN: May I see them, in that form? 

TEE COURT: What point are you attempting to 
develop here, Mr. Pennoyer, that is not covered’by the agreed 
facts? 

MR. PENNOYER: My point is, your Eonor, it has 
been co't'ered, but we get into questions of — wall, questions 
of credibility, which I think are important. 

THE COURT: Well, what proposed finding of fact 
which was not accepted are you attempting to establish? 

MR. PENNOYER: The proposed finding we did not 
accept v»ee that Chris-Craft — 

THE COURT: Have you got a number? 
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MU. PENNOYER: Yes. It is No. 148(a), proposed by 
Piper# and it's Paragraph 6# the last two sentences of the 


I 



paragraph. 

THE COURT: All right. Go ahead. 

You see# it would be useful for you to tie in 
with me your progress as you go along# so that I don't have 
a lot of scattered information# to channel my attention 
to a number of these items that you are trying to prove. 

I can listen then to the testimony and react to it with 
something definite rather than to do it some weeks or 
months from now. 

MR. PENNOYER: Yes. I understand. I will try to 
do that, your Honor# after this. I haven't got my preparation 
worked out to point out the particular finding I am concerned 
with in ahy question or series of questions. I will try 
to do that as soon as I get a chance. 

I row offer Defendant's Exhibit E and Defendant’s 
Exhibit D In evidence# and I would make a note as to E# 
that there are certain pencil marks on the upper margin of 
the page. This is the newspaper offer, and I do not intend 
to offer and will remove those references. 

MR. LIMAN: No objection to either exhibit. 

(Defendants' Exhibits D and E for identification 

received in evidence.) 
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MR. liXMAN: I will look at them when you are 

through. 

Q Mr. Gordon, referring to Defendant's Exhibit D, 
which I understand is the draft prepared by the Cravath 
firm, which was reviewed by you, I will ask you to look at 
page 8, which reeds as follows: 

"Chris-Craft intends through this .offer to 

acquire control of Piper." 

& 

You agreo that is what the draft offer says? 

A May I see it? 

Q Yes. 

A '/fhere are we reading, sir? 

Q At the top. 

A v e 3 . 

Q And as finally cleared by your company, will you 

agree that the item reads as follows: 

"Chris-Craft is purchasing the Piper shares for 
investment with a view to control of Piper but does not 
presently have any specific plan or proposal to liquidate 
Piper or to acquire control of Piper”? 

A Yes. 

Q And that offer I read from was actually the form 

filed with the SEC, that is, Exhibit E, the second document 

attached to it? 

SOUTHERN OISTP-CT COURT REPORTED 
United States Court House 

FCLET Square, my., MY. 10237 TSCSPHONEj OOOTvAND 7-4580 
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A Yes. 

Q And you agree that the newspaper version read the 
same way? 

A Yes. 

Q And will you agree that the Pom 13-D filed by 
Chria-Craft read the same way? 

A Yes. 

Q And was vhat I have read a fair description of 
Chris-Crr,fc f r intention throughout the period of the exchange 
offer? 

MR. SHIMER: Mr. Pennoyer, you misspoke. The 
tender offer. 

Q (Continuing) I ara sorry. 

The tender offer? 

A Yes. 

Q Now, you testified yesterday concerning funds 
’ available for'die cash tender of fer as of the 23rd, and I 
believe you made reference to the proceeds of the debenture 
offering made in December of 1968. Do you recall that? 

A Yes. 

0 And that was approximately $26,000,000? 

A Yes. 

Q And I believe you also testified that Mr. Siegel 
arranged for a bank loan from the Philadelphia Bank, I 

SOUTHERN DISTRICT COURT REPORTERS 
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be Have in the amount of $15,000,000. Do you recall that 
testimony? 

A Yes. 

Q And would it refresh your recollection if I 
suggested to you that Mr. Siegel made those arrangements 
in the middle of January, around the 15th, and not during 
the course of the tendor offer? 

A Yes. 

Q So that, as of January 23rd — 

A No. Wait a moment. January 15th Mr. Siegel made 

those arrangements? 

Q Yes. 

A No. 

0. Is ^ your understanding now that he made the arrange 
raents for the Philadelphia Bank loan —- and I am not talking 
about the actual including of Cnris-Craft in the fluids, but 
I moan the agreement for the loan during the period of the 
cash tender offer? 

A Yes. I thought you were referring to that. I'm 
sorry. 7. thought you were referring to the middle of 
the cash tender offer. 

Q Now, Chris-Craft had in effect at times a certain 
agreement relating to senior noteholders, did it not? 

A Yes. 

SOUTHERN DISTRICT COURT REPORTERS 
United Stay** Court Housb 
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Q Ana one of the provision, of the agreement pro¬ 
vided that Chri.-Cr.ft would not have any unsecur*! 
owrent debt for ban* loan. i„ ..ggr.,.*. -olmt nQt 

exceeding $15,000,000? 

A 1 think he .tatad that - it provided that we 
oould have un.ecured bank loans 1 „ an amount not exceeding 
915,000,000. Vou've got two negative, in your statement. 

I didn't understand what you were saying. 

MR ‘ P£NNOTER! «>« * have two negatives? 
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Q And the $15,000,000 loan from the Philadelphia 
Bank was, or would be, such an unsecured loan? 

A Yes. 

Q And without getting waivers or commission from 
the senior noteholders, you could not, as of the t ime of 
the cash tender offer, have secured additional indebtedness 
from banks of an unsecured nature, could you? 

A Short-tarm money beyond $15,000,000? 

Q Right. 

A That's correct. 

Q Did you go to your senior noteholders at any time 
during the period of the cash tender offer to get their 
consent, waiver, permission to take down further loans them 
the $15,000,000 already agreed upon from the Philadelphia 
Bank? 

A Mo. 

Q r’. 1- * ig f jo time the cash tender offer was open, 
the anno mcement of the Grumman agreement came out, January 
29, correct, sir? 

A Ye?.. 

Q Up until that announcement do you recall now how 

amcy shares of Piper had been tendered to Chris-Craft? 

A No. Is that a stipulated fact? 

Q Mo, we don't have a schedule of dates — 

ak/VHESM DISTRiiTT COURT REPORTERS 
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A A large number came in at the end. 

Q At the end? 

A Yes. 

Q Can you give us an approximate figure as to the 
percentage of the total number that came in that might have 
been in by January 28, the day before the Grumman announce¬ 
ment? 

A 1 don't have the number. Generally most of your 
shares come in at the end in a tender offer. So I would 
asouiue it was a small amount. 

Q When you say "most," can you give us some general 
percentage figures of the shares that came in at the end of 
the tender offer? 

MH. LIMAN: He was testifying as to generally be¬ 
fore. is this specific now? 

MR. PENNOYER: Yes, in this case. My question 
•relates to this cash tender offer. 

Q Can you give us an approximate figure as to the 
percentage of shares that came in after January 29? 

A Mo, except to say it was a large number, 

0 Do you have that information available in the 

ocuX-j^'iy? 

A I believe so. 

Q The day the Grumman transaction was announced, 
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the marksthrice of Piper stock fell, did It not? 

A Yes, 

Q Do you recall now how much? 

A No. I think that is a stipulated fact, though, 
isn't it? 

Q It is. If I suggest it dropped to approximately 
80 from 64, would that accord with your recollection at this 
time? 

A Ycg . 

Q Did you as a result of the Grumman announcement 
become concerned that you were going to get the whole of 
the Piper Company dumped in your lap? 

A Yes. 

Q T’Jl.y diu you become concerned in that way? 

A Because 7. had not yet made the arrangements to 
pay for it. 

Q ’Jhat was it about the Grumman announcement that 

you that concern? 

A The stock price dropped. 

Q t nd because of the spread between the marketprice 

■ 

and the price of your cash tender offer you assumed that 

the cash tender offer was going to be very successful? 

A Yes. 

Q Uith that concern, that is, that you would get the 
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whole company dumped in your lap, you went to Loeb Rhoades, 
didn't you, to discuss the question with them? 

A Yes, 

Q And you were concerned, as you say, because you 
didn't have enough money to pay for all the shares that might 
oone in as a result of that announcement? 

A Yes. 

Q You met with Mr. Loeb and with Mr. Erpf on January 
30? 

A I believe so, yes. 

Q Old you tell Mr. Loeb and Mr. Erpf on that day that 
speaking for yourself and not for the company you thought 
you would like to take all the shares that were tendered? 

A Y<&3. 

Q And you were not speaking for the company at that 

time? 

A I thought I could persuade the company my way at 
that time. 

Q But you had not yet done it? 

A That is correct. 

Q Up until the close of the cash tender offer you 

had not: scoured board authority, that is, the authority of 
your board of directors, to take all the shares that wore 

tendered? 
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beyond 300,000, you mean? 


A Yes. 

Q You got, ultimately, 304,000, in round numbers, 
correct? 


A I thought it was three-six, but Z assume you are 
correct. 

Q Well, I am just seeking an approximate figure. 
Would you s»y, Mr. Gordon, that the cash tender offer was 
successful? 

A Wo got toe number cf shares we were asking for, 
300,000. In that sense, it was successful. In the sense 
of being in a minority position of not getting the excess 
shares, it was not successful. 

Q Would you agree that the activities of the Pipers 
had not succeeded in preventing shareholders from tendering 
• to you? 

A Mot at all. I would not agree to that. 

Q You would not agree to that? 

A They were very successful. We had gotten only 

300,000 snares in spite of the spread between our tender 

offer and che markstprice. X think they were enormously 
successful- 

0 T. rhw vou this doccrent and ask you if this xa an 

W5.ra.CT COURT fr~.K>#TE.?S 
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affidavit made by you da tad the 31st day of March, 1969, 
and filed in an action in the Supreme Court of New York 
County? 

A Yes. 

Q That is, a copy of an affidavit. I ask you, 

Mr. Gordon, did you say in that affidavit as follows: 

"Having failed to prevent its shareholders through 
misrepresentations from tendering shares to Chris-Craft" — 

A Yes. 

i * 

Q Was that statement made under oath, sir? 

A Yes. 

MR. PElftJOYERi Could I have a ten-minute break, 
your Honor? 

THE COURT: All right, va vrill take a short recess. 
(Recess.) 

BY MR. PENIIOYER: 

Q Mar. Gordon, did you consider as of the time you 
were undertaking the c< h tender offer, that is, making the 
announcement — did you consider whether you' could get out 

i 

of your investment should t cash tender offer come up 
with 300,000 shares? 

A Yes. 

Q Did you believe that you could liquidate ycur 
portion in Piper? 
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A Yes, I thought X could. 

Q And that, of course, assumes $65 on the cash tender 
offer and whatever the market cost was In the open-market 
purchases, correct? 

A Yes. 

Q You believed you could liquidate without loss? 

A I believed I could liquidate up to a certain point 
without a loss, yen. 

Q Up to what point? 

A I believed I could liquidate without a loss at 
that tine — 



Q Should you decide not to proceed — 

A At a point in time, subsequently I believed I 
could not liquidate. 


THE COURT: Wnat vra.3 that date at v/hich you could 


liquidate? 

THE WITNESS: During the cash tender offer I 
believed I could liquidate try position — I believed our 
company could liquidate its position, I should say, if it 
was unable to get control. 

THE COURT: How many chares would that have represent~ 


THE WITNESS: 500,000 shares. 

Q I believe you testified that at some subsequent 


XlFHEhM dSTWC COVR? fKiPORTE*® 

United States Ccu*t House 

r'ouSY Square, MY.. MY. 10G&7 Telephone! COrt'jwd 7-4580 














•J* 



1 D np 



Gordon-cross 


1340 A 257 



tine you concluded that Chris-Craft couldn't liquidate withou 
loss* When was that tine? 

A Certainly by July. 

q what occurred in July that brought you to that 
conclusion? 

A In May Bangor Punta had contracted to acquire 
the Piper shares* it purchased other shares on the open 
market and was now in the process of making — was then in 
the process of making an exchange offer. 

q Are you saying that you concluded then that Chris- 
12 Craft could not liquidate without loss because Bangor was 
then trying to get and competing with you for control? 

A They seemed to be succeeding* at that point. 

Q After the cash tender offer did you make any open- 
market purchases between February 3* the closing date of the 
offer* and March 13? Did you buy any Piper shares? 

A I don't think we did. 

Q Did you malta any effort to buy any Piper shares 
during that period? 


Q You vent on the Piper board* as I understand it* 

Boma time in March? Isn't that correct? 

A Yes. 

q And soma time in April you received copies of Piper 
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directors' rinataa fcr pric r v .-, r 

A -•or how lore?? 

Q Tfell, 1968. 

A ibet's right. 

0 nnongst ether minuter wnieh you received wav one 

whloh is; an agreed finciug in curt, liir.dinc ’0, which stated 
the vievs of Piper's treasurer ;hat tne Pocono urccrnn, in 
substance, he didn't think she'd be oursne-'. ho ;o« renal 
those n5 autos? 

A Yes. 


v. 1 

] Q 

And he stated tha reasons 

. _ i 

13 i 


A 

1 

Yes. 

M 


Q 

.. ! 

?md you learned about tha 

15-1 

l early April? 

1ft e 



A Yos. 

0 l.r.d as of that time you know tt Lzr.ct that the 
treoawcor believed that 19/0 is not a feasible rJ to for 

introduction of the Pocono? 

^ /sr , pa maps, «aocariing to t oo treus’ i-ox. 

a He 3poke,did he not, about "two bad v-ars behind 


Q <uid .10 ina•'itionod tl:ero had bean a .shrinkage in btssi- 

i 

ness anc profits and the single-engine markets of the company j 
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JS'J 


7 

are de - 

erio* ati 

3 

A 

Ifc 3 . 

4 

. 

Q 

You r 


A 

if * » 


1 ' 

n 

* 

rt .nd, 

7 state? 

it 

8 «| A 

9 * a 

Q 

Yes. 

xil. 


u J 

ll 

' 3 1 

“I 

is- i 

V 

"j 

*1 

17 


i; ; 

1 

t* 

i 

i f ! : 


25 ; 
a 


‘G J , 


Q 

A 


s-rap^oyeo morale was low? 

Yes. 

Q YOu learned that in April? 

A Ye3, 

Q And you contirued ahead with an exchange offer 

subsequently , aidii’t vou? * i 

i 

I 

A W’.j „ * 

! 

j 

•'hb -oiTcT: Did you btiisvu these thin^a ta;-; yo" 

learoad? 

j 

*.«dSS: I vas storkau by them mid I c 16 t t ievj: 
~~ ^ a belief, rut I suspoctec they me. y be tr ue 

j 

boaeuaa Mr. pjjia was a very powerful man and he wts the i an > 

i 

M.:. Piper bro;.;hfc to the maeci-v, in January —• , v thought ' 

they might ba true. i 

i 

I 

YHS COURT: The result cas that you made a tvsines j 
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judgment that: with the baa news, nonetheless you should go ! 


aheid? 


THI; WITNESS: fes. 


Q I show you what ht.s been marked Defendant's 
Exhibit „ for identification and ask you is that a memorandum 
prepared by somebody in your company, Chris-Craft? 

A No, it was not. 

Q Anc do you know whore it comes from? 

A I believe so. 

C Where? 

A It -was prepared by Mr. Carl Ally, A-l-l-y. 

Q Whc is Mr. Ally? 

A Mr. Ally is an advertising executive. He is the 
head of Carl idly Associates,, or something .like that. 


Do you know approximately what data it was pre- 


j pars; ct? 


r 

A it was prepared, 3; believe, in April or May. I 

! 

don't know the date exactly, but it was some tiire,I think, 
prior to our exchange offer. It: may have been subsequent. 

\ 

Does j.t show a date? j 

» 

I' T con’ t see one on there . Did you request him I 
to ■ • «•>.* tiiac assessment that is contained in the tvimoranihrm, I 
Defendant’s Exhibit 7 for identification? I 

j 

A What was your question, did I what? 
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Q D:.d you c’.”k Mr. Ally to make the study that is 
represented by — 

A I think he suggested it to me, in the first place. 

Q Die you retain hir. to make this study? 

A "TO. 

q Die you supply any information to him? 

* I c cn * t think to. 

Q D: 3 you got £ coy. jf it in April? 

A When I got a copy of it, I don’t recall. 

Q -T..J you. read it? 

A vfixen X got a copy of it, I read it, yas. 

Q Do you consider Mr. Ally to have none expertise 

in the aviation manufacturing business? 
k Yes. 


Q 

Did icr. Aliy, tc yrrer 

knowledge , 

promts any of 

the infer 

r»;?.h:\-r.n contained hr•• ‘ 

fron "he 

Piper c xpaay? 

A 

1 don’t :uc77 vhert ho 

got ic. 


0 

In my event, ycu did 

road it in 

April c.v May of 

1969? 



- 

Ja 

X sail I don : t recall 

. That is 

r.y < 30 .ace 


PENNOYE?.: X Defendant ?: E.'liihVt 1 for 

ide-itifioaticn in evidence. 

t v. LI'-'/ii'T: Ilay 7 ’■■■£■ a thst? 

• iH. PEKNOYER: Yes ’handing ). 
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!. ; R ?.,TfVJ.' Is thii for t'.v? truth of what it 
asserts or for the state of raind of the Chris-Craft directors* 
!*! o'.'.to of mind. 

i i- iTiAK. Ko objection. 

TH2COUhV: 'tec?ived without objection. 

•L j "o . larc’3 Eth'.bir. I for Adcjiiiifico.tion 
received in evidence.; 


Q 0* v'cou, when you read it did you ay re 2 with 

it, ba: vl or* InfoViAation you had? 

A It ’iU3n*t writ ton to in form nay, it wat '.written fer 
a' different i>u:.pcce ai d 1* wasn't .'reading it to agree vritli it 
or disagree with it. 

Q Whether or not you. ware reading it for chat purpese 
did you i?:ree with t: or disagree with it? 


h 7 <u i t recall. 


jcs' .ao of th. • purpose it tfar 


wrir .or*. 7ov f ..'*. wet highly rcooecf, 1 sv-ppese 

q Wei. vrhfct v/e.3 the purpose of itr. aeinr written 
as yuu o ilers ".neci it? 

A it w.vj written as .• draft cf material th...: onld 

be usefu •. be in Lixo event ve should be .-.uvo'tvt.d in 5 

proxy fight ?:■ •:.* the control of Piper. It *.t 1 . Aliy’s 
3Ugc<:sti';n th •; he was an experienced man «ini could iraf '. 

something 11 Vo that, and he furnished it to is. I looked 
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it over, as a rnfar of curler ity. There rrs no proxy fiqht 
”^ r 'loping ac that pcint ijo ti-Titj and X den * t reall'" rgoalJ. 
the content' 1 ' of vc av. t.hvs tiv»s, except I would assume it 
v/o»..J be d;ivo T *ato.-i L- Piper rnagercent. 

Q you agree with the following shat-orient. page 

6, a id 7. quo : 

*Ci the boards they.. ; ’ that U, Piper, ’have the 
Pccono aircraft. However, this aircraft trill not. 
even be available for delivery until 1271. A J - tmt 
cji-iy will be offering a slew, non-pre.j.'urired, 
nco~turbine-powered aircraft. No one v/Ill went tc fly 
in it. T.ie ultimate consumer for this orocut.c is 
the person who buys a ticket on a third-level carrier"— I 
Tllb COURT: On a what? 

i 

c'ENyrYFR: "The ultimate ccnsvncr Ioj this 
produce is ths person who buys s. ticket ox- -ho taird- 

i 

1« :1 v;rier. n 

A I would — 

0 do.sc c. minute. “This person will be fly.lie 

in r.r.re gat aircraft and ttrbino-powered c.i *c* <■ io 

i 

u»if P ~<-.j jurirod airoerrt. Ha won’t Ci ,r ori the 
?o .oil) Tv is uti cbaoleca product tc?.ev. There .is 
c. ' -ry significant war tot for the Pccono v. coorct ft. 
However, Piper is rot einii.g it at that market. 
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They are aiming it at the domestic third- level transporta¬ 
tion market, where it is aure to fail, ir my estimation." 

Did you. reud. that p.^rt ir. April of ISJ9? 

A Vj g , 

Q you agree v?itb tv it? 

A Wo. I thought it was ar» ii.possible thing to put 
into any proxy material and it reminded ir.e of how impossible 
it is t- have an advertising man write pro rat hartal. 

That was the opinion of Mr. Ally, rot-verifiabls. You 
v/cuid nrvar ret ii: through the SEC, you could never pur it 
in proxy material. 

Q As I understand it, you are saying that for uce 
in proxy material it is unavailable, is that correct^ 

A Yes. 

% 

q Bui my question is, did you agree with the state¬ 
ment fch.-h 1 ' ufct read, as of April, . 3CD? 


Q In v;hat way did you disagree with it? i 

1 

A I thought maybe Piper tJLrcraft knew more about it 
than ha did. 

0 Bui you bc*.d, in the meanwhile, read Mr- .»oole ‘s 

critici.-nas of the program, hucii ' you? 

A Yen. 


Q Ana on January 27 you received a list of Piper 
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shareholders from the Piper Company, didn t you? 


What date? 


Q January 21, 1969. 


A 1 .orft recall the date, out I wxll accept your states¬ 


men t on chat. 


Q Well, on or abcr.t that <iate? 

A I don't even remember on or about, but I v/ill accept! 

' | 

wnat you state on it. 

Q If ) refer to a list: cf shareholders owning more 
than 5UC shares, does chat refresh your recollection ->ow? -- 
sent by tr. Jinineau? i 


I Q You were asked some questions yesterday relating to 
| the Focono, and one of the questions you v/ere asked - - 

MR. 1‘ENNOYBH: Page 168, Mr. Liman, 
f (Prise.) 

0 j v., co.rr.g r.o uireci; y cur attention to — you v/ere 
ii 

j! asked yesterday — 

I I 

i! MR. LIMAN: It is not It8? 

MR. PEJ5N0YER: No. 

t 

Q You v;ere asked yesterday whether Jf you had known 

i- 

• the -sot i set forth regarding tho Pocono in agreed l.’i >dings 
J! 2,31 ;JiC - • o: - vculd have considered those facts ria-: :rial 

•i 

•j 

{, with respect to your decision to proceed or not to or;coed 
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wi.t.i th'T. p trc.i’S'i of Pipfir stock<■ Do you rscoJ.I thoss ques¬ 


tions? 


A Yc?.S. 


'*%• i-rr.ct is t ic png3 of the testimony? 

-tf- PENNOYT;?; ir,g is the page. 


r 


x 
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occriO 


shareholder. befo 


j'ulv z.i 


ci te&porery stop orda;: 02 scribed in that 


W I understand !-I Li? fcr.- Le, I ’joule ha 


3r.. -or Puut& expired >r. 


!~ntiy it wa s exit 


goii 2 for rard 


^ as 


you knew of any decision by Ib.par, prior 
t., i:o discontinue, shelve or abandon the 
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0 And you have been turough the beard minutes 
for 1DSC and for 1959, haven't you? 

- tiiir. clay don t see anything in the board 

rai.au t e'i tc discontinue the Pocoao. 

C» hrd you haven’t hoard of anything, apart from 

tho ,oc?rd ir .. latot, from any ?iper employee, iv.ve you? 

■Ti Yes , I have, 

C F~ca whoa die. you hear it? 

-* U.ve Wallace. 

< Wall, Dave Wallace is the Bangor Funfca 

gentleman w.io came to the board subsequent to AuguE x., 
isn’t that correct? 


i\ y-3, 


C i'i ha as the Kan in ^act who sli? lveci tho pro«; 


ro«;raan, 


correct? 


Q Vfio d5.d? 

r T ie management of Piper shelved the j r- j jr.tir. 

i ■.' • reliant to the instruction?; of 1'r, Wallace? 

j 

?. .i »V.«n’t know whose instructions it was pursuant j 

i 

^ - w - ri x: hah i t was the chief ecacative officer. 

i 

^ jUijfc i/jr : know. It was Cii'»continue<i» 

» 

C Will, did any Piper employee w)io war; an enploye.a 
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pr.'.or 10 .tigu3t t»*ll you tuat Piper liad decide not to 

proceed with the Focono program, prior to the August 

♦ 

di'.to tnat Tfft have already agreed upon when it was 


shelved. 


Il\. Llfc'TiM: What dete did ’-^e agree that it wan 


shelved. Hr. Penneyor? 

COURT: i don’t tivi.nl. that that, interruption 

need be covered hare. Go iiieau. 

Ti .li WITHES3: What is the question? 

THE COURT: Did any employee v/lr> was vr. employ to 
prior co August, 1969, tell you that they hac reached 
a determination to shelve this pregrezu? 

THE WITNESS: No. 


"I- 


You mean prior to this date? 


liR- PENiiOYER: Riant. 


it R WITNESS : Pri.or to the date ..c was sit lived, 


EY HR. PJ3NN0YER: 

Q L\i." w with respect to the other agreed binding ? 
thit you ware asked to assume when you vrere qvieatix.vi 

about teriaiity, that vas .202. 

, , , ... Gordon, to that 

Would you please turn, »W 

iiuSiityV 


ME. LIMAN: I didn’t es3; aim to assume ihis. 
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I think you are misstating the record. i asked hlll 
if he knew those facts. 


Pennoyer. 


i’hat was the only point with 201 and 202, Mr. 


U-H. PEN3F0YER: Yee. 


Q Jfou were asked whether you knew about the facts 


set forth in 202. 


A vc D 


iiR. Lllii],; And 201, sir. 

Q -Continuing) Now 202 was i latter 




was it not? 
A Yes. 


Q , And that was dated August 1, 1969, ie that 


right? 


A Yes, 


Q Now you don-t intend to convey to the Court the 
notion that Piper should have told you they expected this 

letter, set forth in this finding, before August 1st, do 
you? 

A ho. They knew the substance of this letter, 
that tiie engine didn’t have that horsepower. 

G Well, you testified yesterday that you were 

astounded to learn tiiat the engine was an experimental 
engine. 

Uo you recall that testimony? 


SOUTHERN DISTRICT ODURT REPORTERS 
United States Court house 

FOLEY Suuare, M.Y., N.Y. KOF It LAHORE: OORTLAHD 74583 


I 


pj~5 


Gordon-cross 


1354 A 
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A Yes. 

Q Have you learned because of your familiarity 

now with the aviation manufacturing business that all 
aircraft engines have t.o be certificated by the Federal 
Aviation Agency? 

You know that now, don't you? 

A Yes. 

U You didn't know that in February of UCS . lid 

you? 

A Not as specific fact. 

Q And you heard hyesterday the agreed finding that 

AVCO calls an engine experimental until it is certificated, 
is that correct? 

A Until it lias passed ground tests, yes, Where 
were certain tests that an eng Ins had to pass. it is 
considered experimental until lien, 

Q Until it is certificated by the FAA? 

A I think there was a prior time, a time slightly 
prior to that, when it would be tested. There was 
something that Mr. Liman read after you read i: that 
indicated that "experimental” would mean experimental. 

Q You were asked some questions relating to the 
PA-30, which is also known as the twin Comiranche, 

is that right? 
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A Yes . i 

! 

Q And you wore asked whether if you had kno*»n j 

about the facts sot forth in i certain agreed findings, 
which I i/a *.i go through in e. moment here — hsd you 
known chose facts, would you have considered then mterial 

to making the decision as to whether or not to buy Eiper 
stock? 


A Yes. i 

I 

i 

Q To continue to buy Piper stock. 

dow the first one you were referred to was 210. 


Will you turn to that, please? I 

Now that, sir — I am sorry — 

I 

HR. LIMAN: Would you hand him this, please? 

^ i 

Q Do you have 210 before you? 

A v es . j 

\ 

Q - hat .is a telegram from the Eastern l-giou of 

r 


the Civil Aeronautics Administration, dated September 2, 

t 

1964, isn’t it? 

I 

A Ye3. | 

Q And it says in substance trxat the Eastern Region 

of the CAA finds that the airplane needs to be flovm 

by •'Skilled pilots in order to meet tlxe specifications 
of certain regulations. 

Isn't that right, in substance? 
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Gordou—oros «* 

HR. UI objectto the characterization, 

your Honor. 

Q (Continuing) m substance. 

A Yes. 

Cr How 211 is a telegram from Gibson, again, of the 
Eastern Region, dated September of 1964. m substance 
it is the same matter, is it not? 

A Yes. 


Q Ajij anoi her finding that you were referred to 
war a report of a flight test data sheet of September 15, 
1964 — and this is now a Piper report — showing certain 
flight te3:s run by what were considered to be average or 
pilots of average skill. 

Is that correct? 

A Wh'.ch one are you referring to, 3 ir? 

Q 2X2 . 

A Ye*. 


Q And then, in 213, vs have a later to Piper from 
the Civil Aeronautics Administration, Eastern Region, 
saying taut Washington has now decided, in substance f 


that a pilot 


may 


qualify 


who is skilled and who is above average 
the airplane under certain sections of the 


Civil Atsron.Viti.c5 regulations„ 
A Yes. 


SOUVHcJEN WSTRffr .XHJilT RZ*TR r£'? 5 
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« 

• IR. LIM/..I: Exceptionally skilled pilot b 

■■rdE WITNESS: Exceptionally skilled pilots. 


sight 


C Tyv. t in fact, the T'?&^hington office decide.i that 
thj Eastern <agior/e interpretation of the ruls fc<-.c x*en 
'.wrong, is that right? 

A 7c 3, sir. 

Q Nov you are weave re today of any instance lu 
vh .ch the Civil Aeronautics Administration or the I :dorai 
Aviation Agency has ever grounded the PA-30, is that 
correct? 

A Correct. 

TL3 COUPE*: in effect, you are raying that there 

is no such instance, is that right? 

THE m?MBBC: Yes. 

TiJE COURT: They have not ground ths P. .-30 is 


,a *i 
»« 

thut c:'>;:r ict? 


. !, 

‘f 1 a 

1 

THS 

WITIISSS: That * 

<1 

.*85 i. 

i. 

Q ho;*/ 

finding i*l£ is r 


/" 

*: 

fi-idirv . 

' Lea you 

JC 

» 

{i 

.» 

as-i fchr*v. 

c r. -.air s a 


II 

of ccr uii 

a nireraft 


<r 

sir? 


2: 

if 

t 

J- 

Yes. 
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Jmd that study is dated November, It56,. i* that 


IiH. PENNOYER: Your Honor, may we approach 

the bench? 

TUE COURT: Let me ask you: Can't you cover 

thia general ground by referring the witness to finding 
numbers and then putting your general question? 

IiR. PENNOYER: I will try to do that, your 

Honor. 

xHE COURT: The content and characterization 
of it I can read for myself. 

IIR. PENNOYER; All right. 

BY MR. PENNOYER: 

Q Nov/ finding 218 is dated November, 1966, and is 
a public document, isn't that correct? 

A It's available to the public, yes. 

Q Including Chris-Craft? 

A Ye3. 

Q And finding 220 makes reference to a document, 

a study dated March of 1967, also available to the public, 
correct? 


A Y-s. 

Q Including Chris-Craft? 

A Yes. 


ro t_rr3y 
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Q Now finding 237: 
that for a minute. 


I will ask you to look at 


A Yes. 


Q And I ask you to refer specifically to the 
policy of June of '63 to June, *69. 

A Yes. 

Q Do you have that? 

A Yes. 

Q New you have never been told what percentage 
of the premium relates to any particular product of Piper, 
have ycu? 

A Not in specific terms, no. 

Q Or what percentage relates to the increase in 
policy Units? 

A No. 

Q 0- in.e isct that airplanes were going to be 
prociucii -bat, have more seats in them? 


Q No** yesterday you main reference to certain 
statements by Mr. Piper relating to premiums, and I 


believe — 


Veil, I won't try to quote them., Do you recall 


tho‘ie statements, six? 
A Yea ; 


■X.m'm-i DlufRii? XJTi*- --EP0F.TSSS 
Jktr'S9jhTA7SS >: yjss 
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C Will you look at landing 241? This is r oaef. 

by Chric-Craft. 

A Yee. 

Q Now that, sir, is a quotation from a minute of 
the board of directors, right? 

A Yes. 

Q A meeting held September 8, 1970, is that cor¬ 
rect? 

A Yes. 

Q Is that the meeting that you had reference to 
yesterday in attributing certain statements to Hr. 
Piper, Jr. regarding insurance premiums? 

A Yes. 

Q And does the text that is quoted in finding 241 
refresh your recollection as to whether Mr. Piper or that 
occasica told you that the insurance premium increase 
wi-.- attributable to any particular product of Pipar? 

A As a matter c£ fact, he said it at an earlier 
meriting, 7. halieve. 

Q no you remember what date that vae? 


A Bo. 

Q Can you put it in terms of weeks, months, oefore 
September 0, 1S70? 

A It was shortly before, yes. Maybe tv/a or 
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Q And your question to him at that time was 
begottan in your mind as a result of a settlement of a 
case in Philadelphia, wasn't it? 

A No. We werG talking about the insurance premium 
increase, and I recall asking about the — yes, we were — 

I think I tried to retain counsel in Philadelphia, and 
the counsel in Philadelphia was representing the Cramer 
case plaintiffs and refused to represent us in a related 
matter, and it was in connection with that discussion, I 
think, there was some colloquy about insurance rates and 
how they would be affected. 

Mr. Piper in that meeting said that the insurance 
rate were adversely affected by the twin Comanche, and 
I recall > that vividly, because when he made this state¬ 
ment it didn't appear in the minutes. 

And then, when this statement appaared, I asked 
Mr. Martin specifically to make sure that it w 1 be in 
the minutes, and I called him and asked his. 

I hadn’t done it before, I tried to refresh 
his recollection about the earlier meeting. I certainly 
wasn't successful in getting him to put it in the minutes 
of .-.he earlier meeting. 

Q Nov; wall you state for the record the exact word u 
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that Mr. Piper used regarding the increase in premium? 

A l don’t remember the exact words he used. The 
substance of what he 3aid was that the Twin Coramancho 
had adversely affected the rates. 

^ Anc whore was he when ha said that , as you 3 ay, 
in substance? 

wa ® he? where was this discussion? 

A At Bangor Punta’s office. 

Q Who was present? 

A Thr.ra was a majority of their people, and there 
may have been one or two of ours. * 

Q A majority of whose people? 

A Bangor Punta. 


Bill Piper was certainly there. Dave Wallace 
was always there. 


Q 

A 


Nick Saigo was generally there. 

M&. RYA 1 I: What was that answer? 

TH£ WITNESS: Nick Saigo, I think, was there. 

I con’t. recall whether-; he was or he waan'fc. 

Ate Larry ?a.rnett I en sure was there. 

An* othere? 

X con't recall. Maybe Gordon Robsrtaon. 


Johi. Martin was generally there. 

si 

C lto*\ou testified yesterday that Mr. Wallace, 

r 
4 

i 

i 
| 


;K‘C?' reports i 
rfc 5 ca rii-j v v tJur >1% -i * 
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sometime in September, mentioned to you that — I think 
you said — they had a serious problem of safety to deal 
with the FA-30. 

Do you recall thattestimony? 

A Yes. 

Q And I believe you testified that Wallace told 
you that they were hiring an outside consultant, is that 


correct? 


Yes. 


Q Nov didn't you — 

A Not at that point in time. I think I told thei 
h^.ro an outside consultant. 1 think it was only much 

lat:-r tnat tii&y did. 

Q And did /.hay aver show you the report of that 
outside consultant? 

A I don't recall having seen it. 


C Chyis-Craft hired an outside consultant, did it 


not.** 


A her.. 


A> yct.r consultant was cjiven —* 
iili PEI.310YES: Withdrawn. 

Did yotr consult fly the PA-30? 

Did he h.i^eelf fly it, or have it flown? 
Yo:;, Oid he fly it himself? 


f.iuh-Nik rv.s'ini: ’.•'-p;; r- i 
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A I don't believe he did 


Q Did he have anybody in hia organisation fly it 
in connection with his study for you? 


A I don ( t Know whether he did or didn't. 1 don't 


P <1 vour consulhan 


:aiae up with a report based 


A I wouldn't characterize it that way. It was 
basud oi his review of what he considered necessary to 


It Blight have 


I think ha reviewed data of flight tests 


Q Yov do recall he went down to NASA and discussed 


the pub io report that they put out? 


0 And he went down to the Federal Aviation Agency 
li.sousset! the report that they put out? 
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Q And as a result of his review, he recommended 
that a certain retrofit, or a retrofit of a certain aort 
be raade to the PAf> 30, did he not? 

A No. 

Q He did not? 

A NO 

Q What did he recommend? 

A Is the report in evidence? May I look at it? 

Q I will show you a copy of what I believe to 

be your esspert's report. 

I 

A He made eight recommendations. 

Do you want me to go through them? 

Q I want to simply ask you: Did he in any of 

those recommendations represent a certain sort of retrofit 
to the PA-30's? 

A It : s either a conclusion or a recommendation. 

It‘3 headed "Conclusions and Recommendations." , 

Q Either as a conclusion or a recommendation? 

j 

A It says — yes. Conclusion 5 or Recommenda¬ 


tion 5. 

Q Now subsequently you took that report down to 
the Federal Aviation Agency, did you not? 

A Yes. 

Q And left the copy with them? 
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A Y os. 

* 

Q Discussced it with tea? 

A Yes. 

Q And did the Federal Aviation Agency tales any 
action as a result of your report? 


A None that Z know of. 


Q Did you get any response of any sort? 

A Yes. 

Q Did you get an answer in writing? 

A I got a response from Piper. They aada 
Bodifications in the plane, so there was a response from 
Piper. They made modifications on the plane, the retrofit 
program. 


Q And the modifications that you wanted to have 
made would have involved a total expense of about $5 
million, wouldn't they? 

A No, air. That's not true. 

Q iicw much did you anticipate it would coat the 
company? 

A The company gave me that estimate of $5 million. 

Q And — 

A I was in no position to make estimates, nor 
did my expert. 

Q All right. 
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Kow actual amounts of the reserve set. ip 
for the modification that was subsequently determined in 
April of »?o was $250,000, wasn't it? 

A That's correct. 

Q And the $250,000 was to retrofit some 2000 
a ^ r P^ anea that had been produced since 1962? 

A was it 2000? i thought it was more. 

Q Au irox.’jnataly. Was that your understanding? 

A It was more planes than that, I think, but it 
was all the planes in the field, whatever number they 


were. 


Q Now you didn't agree with the conclusion of the 
majority of the board of directors that the retrofit 

should no r-ore than one which would require that much 
rusci/e $250,000, did you? 

A No That's not accurate. 

Q mb your position on the $250,000 reserve, 

Mr. Gordon? 

A M ifee tiaae that the $250,000 was taken as a 
nan 2 . 5 em.-nt decision, the management had net yet conclude.! 
whether ::he y<50,000 retrofit program would be adequate. 
They ha.; a series of retrofit programs ranging from the 
$5 will: on program which management first suggested, 
wfci fc r-; *agu>.«int first cave us the price estimates, and 
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than, aa they worked on it, they caiae up with lower and 
lower coat estimates of what they felt they had to do. 

At the tine the 8250,000 retrofit reserve waa taken, the 
operating decision had not yet been finalised, and I 

thought that it might be inadequate under the circumstances 
because of that. 

Q And waa it subsequently finalist, the operating 


decision? 


Yes. 


And this waa 
Yes. 


time in 1970? 


Do you remember the month? 


And the finalized version called for a retrofit 


coating not more than $250,000, didn't it? 


Yes. 


Q Did you agree with that? 

A I believe I abstained on that, because 1 didn't 
know. I had gotten so many conflicting reports by that 


time. 


Q Now have you ever heard any member of the Pip« y 
board or any Piper employee who was an employee prior to 

August of *69, say that there was a problem with the 
PA-30? 
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A Yes. 

Q Kho? 


A Walter Jamoneau told me. 

Q When? 

A On the telephone. 

Q Where were you when the telephone call was made? 

A In New York. 

Q Who made the call? Who Initiated it? 

A I did. 

Q And the date of the call? 

A Oh, September or October of '69. Z don't know 
if Dave Wallace is an employee — I guess Dave Walla ce 
and Nick Salgo were also employees, butthey aren't the 
ones you are referring to. 

Q No. I aia not referring to any Bangor Punta 
or Chris-Craft directors who may have joined the board 


after. 


I talked to Walter Jamoneau. 

And what did he say to you? 

He explained to me what a stall spin accident 


Now what did he say to you? 


« 

It was a ver-/ complicated explanation. I don't 
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recall at all. And I have since had it explained many 
times. 

I am not sure whether I would be repeating hie 
explanation or subsequent ones. it was a complicated 
explanation of how the air flows over the airfoil and 
what happens under certain configurations. 

G And do you remember anything he said in the 
corrse of that phone conversation? 

A That was what he said to me, was explaining 
what a stall spin is. 

I called him and told him that I h ad heard 
about the problem with stall spins, and I wanted to know 
what a stall spin was, and he then ex pla ined it to 

r* 

And then, the next I heard about it, was at a 
meeting at Piper Aircraft. The purpose of the meeting 
wae to explain to mo the Twin Cotnmanche problem, and the 
stall spin problem to show roe the accident record and to 
tell me the >acts about it. 

Q An who was present at that meeting? 

A Wally Smith chaired the meeting. 

I think Winslow Maxwell was thera with me. 

Wai.-.y Smith was dire a tor of domestic sal 33 V 

A Yes. 
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Now did — 


Ho committed suicide shortly after thatc 


Yes. 


Who also wac present? 


A I -orgat the nave. There was a fellow who had 


a -ong chart of accidents, and he was in charge of 


collating this information. 


Q Do you remamber hio name? 


A No. 


0 Who else? 


A I a® sure there vas somebody from ilangor Punta 


thore bat I can't John i’lick maybe was there. I &m 


just n&t rare. 


■iaybe John Martin. I don't recall. But I 


know iy wouldn't let me be there without one of them 


be.; og there. 


2 f»; you remember any other — 


A r don't remember any other — 


Yes, there were four or five people. 


Q No# did anybody from Piper tell you on v.ae 


occasion oi that meeting that Piper believed there was a 


safety proMaa with the PA-30? 


A No, Tliey told me the opposite. They told me 


that the plane hod no safety problem, that it is — the 
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accident rats was fcha result of inexperienced pilot opera¬ 
tion and there was no explanation for the number of in¬ 
structors who had been killed, and they told me that 
anyhow any of the problems that people might have thougnt 
it had *ere certainly going to be corrected on the rwiu 
Comanchs CR, that they presented the Twin Comanche CIl 
as being nothing more tnan a cosmetic change, that is, 
that cite plana wouldn't land a 3 hot as it used to, and 
it would be a better pilot's plane. 

It was definitely — Wally Smith made the 
presentation, and ha was very emphatic in telling that 
they did not have a safety problem. 

U And did Wally Smith indicate to you t'ri&t the 
Piper management was considering bringing out this PA-30 
with co inter-rotating props, under the tide or model 


designation of PA-3S7- 

t 

A It was a C/l I think it wa 


a PA-30 9 ?. 

I don't know >.hat designation -- it hac 1 a 
cou/i ter -rotating prop, ii- my recollection. 

Q Before today have you ever heard of the PA-33* 

A 1 sic getting confused with the P -39, a 
definite military aircraft. I can’t recall which one it 
is. I might b«ve uearc it it v that meeting. I r icily 
don't know. 
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3 Now the PA-30, the Twin Comanche, came out in 
1962, didn't it? 

A Yes. 

Q Ant have you learned since of a model that is 
expected, to replace it? 

A Are you talking about the Twin Cherokee? 

Q Yes. 

A Yes. 

O And would you consider that a normal interval 
of time between models, six oi: eight years for the same 
sort of airplane? 

A I don't know that that was a replacement for the 
Twin Comanche. I had understood it to be a replacement 


for the Twin Comanche CR. 
it exactly right now. 


I forget the price range of 


I1R. F£i>7N0YEK: I have no further questions. 


your Honor. 


THE COURT: Do you want a five-minute recess 

before we take up the next series? 

THE WITNESS: I am ail right, if everybody else 


Tu;nk you, your Honor. 
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* w Hr.tc?*ins 


yon familiar with the brokerage 

4 C. npor.y? 


fc no you know any of -ha officers of that company? 

* I know Roger Spencer. I don't know if he is 
*n officer or not. 


Q Ard w.ien did yoc have* occasion to first meet Mr. 
Spencer? 

A i believe I met him in June of 1968. 

C And do you recall what the circumstance of the 
meetinj wan? 

* v e® It was after the merger. It was at the 
merger meet ing, a shareholders meeting to approve the 
mere-!; ok Feasor Punta and Ch.ia-Craft. 

a /r.v. Ha.'.cwin, Montrose. y ou 3 aid Bangor 

Punta. 


A Baldwin, Montrose and Chris-Craft. 

Q Perhaps it is a :i*reudian slip. 

!*:*<- did Roger Spencer have anything to do with 

tfc* -if: forte ok Chria-Craf 4 - to require shares of the Piper 
Aircraft Cca»p.;ny? 


Yes. 
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Q And when did you first learn of that associa¬ 
tion? 

A About January 2.1st. 

0 Of 1969? 


Q And you hadn't beard of Mr. Spencer's work on 
behalf of Chris-Craft regarding Piper shares at that 
tine? 


Q Did you know whether Mitchell Hutchins had any¬ 
thing to do with Chris-Craft's efforts to obtain shares 
of Piper in early 1969? 

A Yes. 

Q Ai.d do you know who at Mitchell Hutchins was 
working on behalf of Chris-Craft Company? 

A He. 

Q Do ycu know what Mitchell Kutchin.3 was linked to 
do by Chric-Craft? 

A They were the brokers through whom we bought 
most of our Chris-Craft stock. 

M?.. LIMAN: He misspoke. 

THE KITNESS: I should have taken the five- 

minute recess. 

They were the brokers through whom we bought 
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■ost of our Piper stock in January. 

Q Who dealt with Mitchell Hutchins & Company? 
MR. LIMAN: For Chris-Craft. 


Q For Chris-Craft. 

A For Chris-Craft? 

Herb Siegel or 
the ones to deal with then. 


Jim Rocklis would have been 


Q Did you have any discussions at that time with 
Mr. Siegel or Mr. Rocklis concerning the efforts be ing 
performed by Mitchell Hutchins for Chris-Craft? 

A I wouldn't characterize it as efforts. I knew 
they were being used as a broker. 


Q Well, your office is right across the areaway 
from Mr. Siegel's office and right next to Mr.Rocklis' 
office. 

A That's correct. 


Q And you were or are a v^ry tight-knit organiza¬ 
tion? 

A Yes. 

Q And you mean to say that you didn't have any 
discussions between each othe;: or knew what Mitche.Vl 
Hutchins was doing for Chris-Craft? 

A Yes. I knew what they were doing. I dan't 
consider handling brokerage an effort. It's a pleasure. 
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Q Oid you know that Mitchell Hutchine had been 

requested to ascertain who were t-h^ a * 

were the significant holders 

of Piper shares? 


A No. 


Q It early 1969? 

MR. LIMANS I Object to the form. i t is 
leading and ..««» f.ct. not in evidence. But it i. 


cross 


THS COURT: Objection overruled. 


A No. 

Q Do you know whether Mitchell Hutchine Was asked 

to look at the Vickers reports to ascertain which mutual 
funds \*ere holders of Piper shares? 

A I know now, but I didn't than. 

Q New you testified injour examination yesterday 
that ~ 

TKE COURT: Mr. Ryan, what doss hs kno w now? 

THE WITNESS: That they wt/,re asked. Some broker 

was asked to look at the Vickers. I essume it vau than, 
since they wore doing the buying. 

0 Mr. Gordon, you testified yesterday that you 
first a<*arr. of Technology Fund on or about January 21st. 

Do you recfJ.l that testimony? 

A Yes. 
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C And wasn't Technology Fund the largest single 
holder of Piprr shares in January of 1969? 

, Didn't they own over six per cent of the out¬ 
standing Piper shares in Janizary, 1969? 

A Yes, but I am not sure that they ware the 
largest single holder. You are asking — 

Q Certainly the largest single mutual fund, ian’t 
that ccrrrat? 

* Tc the best of my knowledge, they were. 

° AOS When did you first obtain that knowledge? 

A January 21at. 

Q And you heard no discussions at all or had no 
discussions at all with Mr. Siegel or Hr. Kccklis that 
Technology Fund was a big holder of ->lper shares? 

A That's correct. 

Q Did you ever discuss wi:h Mr. Siegel the efforts 
he made through Mitchell Hutchins, particularly Mr. 

Spencer, to obtain a cross of the Tech Fund shares in 
early January? 


Do you know that to be a fact now? 


THE COURT: So that the record will be claar, 

I a»—e\ that you ar. talking about a cross purchase and 
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MR. RYAli: That is correct, your Honor. 

Q You know what I mean by a cross, Mr. Gordon? 

A Yen. 

Q Efforts ware nade by Mr. Siegel to obtain 
Technology — to have Mitchell Hutchins ascertain whether 
Technology Fund would be willing to sell their araxes 
on the New York Stock Exchange on a cross? 

A That I know now, yes. 

Q That you know now? 

A Yea, but I didn't know it then. 

Q You didn't know it on January i21st? 

A No. 

Q Well, when you were having these conversations 

with Mr. Siegol on January 21st, in which you would 
characterise that both yourself and Mr. Siegel vers 
dubious abotf: whether *ou should buy Technology Fund, 

Mr. Siegel never mentioned that he had already mare an 
effort to obtain the Technology Fund sharer.? 

A Mo. 

Q Did Mr. Siegel aver say anything to you about 
Mi; shall Hutchins' efforts to obtain the ?ro::y of Tech¬ 
nology Fund after his attempt to get a cross froir 
Tecturigy Fund was aafused? 

aWHERN DISTRICT COURT Fr~ORTEfcS 
UNITED S ATci <: OUST Houu 
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A He nude no attempt to obtain the proxies. 

That's not true, the proxy of Technology Fund. That's 
not true. 

C: -*o you fcaor wkethur 4r. Spencer had a converse- 

tljtt wa ' n **’ «» executive vice president of 

Technology Fund in early January, at which time Hr. 

spencer, according to Mr. Williams, attempted to get the 
proxy of Technology Fund to loin with Chris-Craft ir. an 
attempt tc. get control of the Finer Aircraft. Conpeny? 

MI., hi]IAN: What ia tile question? uses -he 

knov that? 

MR. RYAN: Yes. 

A No. x don't know that. 

Q You never had any discussions of that nacuce 
with tir Siec<*>l? 

* ttil ‘ 1 did * 1 t:old kia that hr could not • 
any ore ..ies from anybody. E:, asked iae 1;ha qUttet - ion> 

Q Did he happen to mention it in relation tc 
Tecnnolcry Fund? 


?.’HB COURT: Why did the subject of proxies 


come 


TLE WITNESS: He was buying a lot of shares cf 

Piper Aircraft.. 
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TFS COUPT 


/ 

ex dition to thane that, he was 


TH£ WITNESS i I thizik T Kr«! -ui. •» 

X tnxuK I bright it up, to be 

ca;»tic „. z warned him. 

lbli C ° UI::T: In oth,r wjrds, it was bacaase 

yc. wext concernad he might want to attempt to go t 
proxies that you warned him? 

— dii WXTN£t'S ■ T aii j-p , _ t t . 

.. ec. sure that ha vras aware of 

**“ Pr ° Xy rUlM ' but 1 him to say anything that 

“ interpreted as trying to get proxies, under the 

rules. 

THE COURT: What rales were you referring to? 

THS WITNESS: The rules of the Securities and 

Exchange Commission with respect to soliciting proxies, 
rocairing a £ilin 9' if i' ou solicit proxies for more tlian 
c certain mvciar of people, and it ia often very difficult, 
if you ever solicit from one, to demonstrate thet you 
only solicited from one. 

I didn't tell him to solicit fron anybody. a 
curtouary procedure of suite, representing « co 5 «pa-.ty. 

BY W!. RYAN: 

wU ppose he only asked Technology Fund. f>uld 
there m any problem under the proxy rules, Mr, Gordon? 

A I don't think there would be but I have ujt looked 
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in :o that question. 

THE COURT: 
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If he solicited Technology at 


a usnwnt when he vas going for control, wouldn't there 
ha /3 uten some 13-B requirement? 

Ma# ' ?YAN: Possibly, but I think until he 

actually - haven't looked up the law but I dorit -.kink 
it actually lakes an arrangement? he could do it. l\s 
we understand it, be wat. refused. 

,’H3 COURT; You mean until he became a tsn 
per cen ; stockholder? 

MR, LIMAN: I think that Mr. Ryan's sta .extent 

does not stauo the record. 

MR. RYAN: Let's proceed on it. 

THi: COURT: I am not talking about evider.ce at 

the nomint. We were just discoursing on a point r: i aw . 
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Q ttas than; any question, Mr. Gordon, ir. v 0 v.r mind, 

" i 

or ..n . Siegel. 3 mind, tnat you would bo unable to obtain 

the Technology Fund shares on January 22nd? 

A Ye s. 

Q What was the question'* 

A I didn't know if they would sell at & price it 
which we wanted to buy. 

i 

Q A price you wanted to buy at? in other: *ords, 
there wij soma doubt in your mind that they would be unwilling 
to take •=* 20 per cent premium over the current market for < 
their block of 6 per cent of Piper aircraft? 

A Certainly, if they thought they could get iiore. 

They we re unwilling to take §60 . 

0 So it was just a question of price; 

A It rfas a question, as I said, of whether would 

be willi uq to sell at a p-ice that we would be wx„linc to buy. 
So Chert- was a substantial question in ny mind, as yen £ r;l'.ed f J 
and that, is why I answered that way. 

i 

Q During the course of your negotiations witr Mr. 

I 

j 

Hawkingon, wa.s there any discussion as to vhat tkrit-draft s 

» 

in ten tier was in regard to thuij; investment in Piper? Was 

4 

thexc any disuussion about Jhriii-Craft'a a:tempt to ret 

I 

control ;■£ Pirer? 

I 

A Well, we did tell him that — at first wo said we 
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might Ivj making a cash tanker cTfer, and then e. ibscqusntly 


told hi: the.t if w? bought his shares we woelu >a making a 


cash ier.c.er ci Eer for 300,000 shares — we didn't say 


300 r.f a .. ■ tter . f fact. ha Learned that later — for 


aha. - ’»n t.i ?:• r. nr. That was pari: of the price n ngotiacion 


with hiw. 


Didn't he say :o you, in words o> substance. 


that ChrisCz"ft wouldn't fee oc./ing lech Fund shares an la 3' 


they were going to go to the balance of the outstanding 


sharer < cd tl at is why he fired at c ';>5 hie p rice? 


A I don't know if he said that to ire, tut 1 am sura 


that was what he was thinking. 


0 In your testimony yesterday, at oage 103. you ware 


asked the question: 


"q Ir? substance, what hzippened in that discussion? 


What Vi ; it about? 


'/V There was a discussion about our buying Ur. 


Hawkins-vi's rt.ock, and we offered him $60 :• share and I 


think he saici he wasn't interacted, and than wc offered 


him what. I called the raosfc-favcrcd-nation flause, that is. 


if v-e ware to tender for additional sharer at <? higher price 


we '••’ould give; him the difference between $60 a».c the higher 


price v van raid if ve made such a tender, and he 3aid ha 


wouldn't be interested in that, that we wouldn't be buying 
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his sin-os I'-., ass ve ;ere going to bay tha baiting and we 
rfr>u:d $ r ' 5 a shire to get control and that is 

what »n *ou3d have to ray lim to get his shares and that 
wou 1 - - e would he interested in." 

the substance of his conversation? 

?v Yes. 

^ ^ * a “ cure i at It a’jfc . !w e’otcss'jfi the vie*.' 

tha yo? :i j r going to go for •■? a reel * 


U bit you have any discussiona with him as to what 
you: na:;t ate? would be, assuming ycur coming tender offer 
would bo s icc jssfui? 


A No. 


Q .Is.z there any discussion at all about anyprojosed 
exchange orfer? 


0 i'-’ 1 i'cii diucuss; with Mr. HewXinsrr cr have ai y 

con rars.-tion ;ith Mr. Hawkins on in which you inserted the 
metliod Jr. v-hi .n you hoped to get suffioieni. shares t > cancrol 
Piper? 


Q Dio. 7ou have any conversation wilt Mr, K<wkinsov 
abort w5 ?t<K r Xechnolaey fund would be into res tel ir buyirg 

Chri3 -C*af ;'s shares? 
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Q Did Hr. Hawkinaon indicate to you that Technology 
Ptuul might consider buying a position in Chris-Craft? 

A No, altncugh the subject of the meeting was Chris- 

j 

Craft and he van thereto find out about Chris-Craft, ir 
the fir3t instance, and there was talk about Chris-Craft 
?nd I assumed that what a fund manager has in mind in coming 
in to talk about a compsny is to decide vrhether he is; coing 
to biy it or not buy it, but they don't tell you and you don't 

ask then. at the meeting. 

« •• 

Q Did you talk to Mr. Hawkinson on the morning cf 


January 23? 


Yes. 


Q Did you have any conversation with him at that 
time in vh..ch he indicated that Technology Fund might purchase 
som:> Chris-Craft shares? 

A I never had conversations like that with him. 

I dient learn that that was the purpose of the meeting until 
1 ateranc I didn’t know that they did buy shares until r.uch, 
much la;..or. 

0 When did you first leaxn that Technology Tund began 
puro.nns; r.g Chris-Craft shares cr. January 2?? 

A >; believe it was after they sold it. 

Q Men wacthat? 
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Q Who told you that they had sold the shares? 

A I forget. Herb Siegel is generally the one who 

tel^.3 m* that. It may have even been in connection with 
this action. 

Q Did you ever learn how many Chris-Craft shares 
Tec! oology Fur.d bought between January 23 and approximately 
February 1*, 1969? 


A 1 saw it in connection with this action, yes, but 
I don't remember the number. 

Q Would there be a hundred thousand shares of common 
stock arid ten thousand shares of your prefarred stock? 

A Is that what the stipulated fact is? 

Q That's correct. 

A That is what I read, yes. 

C By the way, Mr. Gordon, are you familiar with the 
pries of Chris-Craft common stock on the New Yore Stock 
Exchange beginning approximately January 13 and ending 
approximately February 14 of 1969? 

A I don't know it by heart. 

0 Well, was the price of Chris-Craft common stock 

rising jaginning on or about January 13, 1969, and continuing 
up inti* tdie niddle of February of 1969? 

A I believe it was. 
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C In fact, on January 14 Chris-Craft common stock 
closed at $41.50 ar.d on January 29 It closed at $51.50, 

10 points. Does that refresh your recollection as to 
whether you were familiar at the time with the price action 


of /our stock? 

A I was definitely familiar at the time. 

Q Dio you ever make any inquiry to ascertain what 
was causing the stock to rise? 


A Mo. 

Q Do you know whether anyone at Chris-Craft made 

any effort to ascertain that fact? ' 

A No, although I would assume somebody night have — 
Herb Siegel would frequently ask that question, but I don‘t 
know whether he did or didn't at that time. 

q Do you know now whether there was any specific 

reason or re.-.«,ons for the rather sharp rise in your stock? 

Mil. LIMA!!: Objection. 

THE COURT: If you take out the word "sharp," 
the objection is overruled. 

MR. RYAN: Take out the word "sharp." 

A Yes. 

2 Whet were those reasons? 

A There were moreInyers than sellers. 

0 Is tliat the only reason? 
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A There were underlying reasons. Our business was 
j! good, we were selling a lot of boats then, our television 

5 

| was having a record year, our $26,000,000 debenture offer 
t had been successful. I assume those were all of the 
jj reasons, but the basic reason that there are more buyers 
|j than sellers — the immediate reason. 

i 

C Are you familiar with Investors Diversified 


Services? 


Yes. 


C What business are they in? 

A They are in a let of businesses. They are diver- 
sified investors. They have mutual funds — I don't know 
if they have an insurance company or not. 

C What is their relationship, if any, to Chris- 

Craft 5 


MR. Llf/AN: Today? 


A Toda'r? 


Q In January, 1969 — 


A They were then and they are today one of the lender: 
to Chris-Craft. 

Q One of the senior noteholders of Chris-Craft? 

A Yes. 

Q Whnc percentage of the outstanding senior notor 
are owned by IDS? i 
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A i chink it is 3,000.300 out of 14, buc I am not 

surf; . 


Q Could ic be 5,000,000? 

A Met 5,000,000. It could be 4,000,000. 

Q Dc you iuiov whether IDS or any of its. funds owned 
in January, 1S69, shares of Chris-Craft? 

IIP. LIMAN: The question is does he know row or 


did he /'.nov than? 

MR. RYAN: Did he know then. 

A " knew at some time that IDS ownei shares cf Chris- 
Craft, bet I ion*.: recall the time. 

Q By the way, Mr. Gordon, when the arrangements were 
made for -the jorrox/ing at the Philadelphia National Bank for 
the additional bank debt, that required an amendment of your 
senior ? c-tos, isn’t that correct? 

A ilo. 

Q Weren’t you required to get permissior to increase 
your bark borrowing by $15,000,000? 

A No. 

Q Do you .recall in November, 1968, tr at your senior 


notes wore amended? 


I 

y i 



A Ves. 

Q Viha: wu.j the reason for the amendment? 
A To increase our borrowing power. 


I 

I 
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Q Helating to the additional 515,000 000, lrivep.-ctivi 
or the f.:iiad3lphla National Bank? 

A '.‘hat's right. 

Q AncT at chat tine you had conversations with 
officials r.t ?DS concerning the amendment to the notes? 

A r<33, 

Q L'. d you personally have an/ of those conversations? 

A Numerous. 

Q And during the course of those conversations did 
they ever inquire as to what your business plans were? 

A Yes. * * 

Q no you recall whether during the course of those 
conversations you lad any discussions concerning Chris-Craft'* 
interest in the light aircraft industry? 

A x don’t recall if we nentioned the light aircraft 


Q Neil, that was one of your vital interests at that 


to . 
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Q ?h< n di^ you first become interested in the light 


A it was ore of the many industries in the spectrum 
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-’HE COURT: When did you become casually or other¬ 


wise interested in it as an investment media? 


THE WITNESS: We looked at the — casually? 

Our first serious interest was ’-/hen we looked at the Ted 
Smir.ii Company. 

TEE COURT: Can you give me a date? j 

i'EE WITNESS: I think I testified as to when that ! 
was. It was in 1968, I believe. j 

Q Getting back again to January, IS69, do yen recall 
having ;r.y conversations in January of 1969 with any IDS 
representat1ves? 

A r. don't recall. I may have, but I don't recall. 

A Do you recall ever discussing with any IDS official 

the fact that IDS was buying shares of common stock of Chris- 


I? 

18 

IV il 
X 


ll ! 
» ; 
H 1 

I 

2d !! 


Cra:c Industries on the New York Stock Exchange in Januarr/ 
of .1969 

A I’Ve, I don't recall. 

Q Did you have any discussions with any of your 
colleag -.-:i at Chris-Craft concerning whether IDS was pur¬ 
chasing chares of Chris-Craft stock? 

A I don't recall. 

Q In January, 196 — 

A I don't recall. 
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Q Well, don't you know, Mr. Gordon, at least now, 
that IDS between January 14 and January 31 purchased over 
103,600 shares of Chris-Craft's common stock? 

A Yes — what were the dates? 

C January 14 to January 31. 

A I know it now. 

Q Don't you know that on January 23, 1969, tho day 
that your tender offer became effective, IDS and Technology 
Fund purchased over 72 per cent of the shares traded on the 
New York Stock Exchange that day? 

A I learned that from your proposed findings, I think 

Q But you never knew that before? 

A No. 

Q You never had any discussions with IDS concerning 
purcnases of stock? 

A Of Piper? No. 

C Yes. 

A No. 

Q Ic, of Chris-Craft. 

A Of Chris-Craft? 

C Yes. 

A That I may have. I don't recall. You have asked me 

whether 7 knew if I had these discussions, emd I said I don't 

recall. 
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Q i' am asking whether you knew in January, 1969, 
that between January 14 and January 31 IDS purchased 103,600 
shares of Chris-Craft stock. 

MR. LIMAH: You asked whether he knows now? 

THE COURT: Please, Mr. Liman, don't do that. 

If you have an objection, please make your objection. Don't 
engage in colloquy or interrupt the examination otherwise. 

Q Voii know that now?It J.s an agreed fact. 

A Yes. 

Q But your testimony is that you didn't know in 
January of 1969, or even February of 1969, that IDS was 

purchasing shares of your company's stock on the New York . 
Stock Exchange during January? 

A I know I didn’t know it at the time they were pur- 
chaer.ng but I learned it some time later, that they had a 
position. 

Q How long? 

A 1 believe it was after they had their position. 

I don't recall the time. 

Q Would it be February cf 1969? 

A t just don't remember. 

Q v -ou testified yesterday, Mr. Gordon, that Mr. Siegel 
had a con/ersation with a Mr. ?ctts of the Philadelphia 
National Gunk concerning an extension of a loan to Chris- 

SOUTHERN !3!$TR}CT COURT REPORTERS 
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J^ou-y Square, N.Y... N.Y. 10037 Telephone: GXrri.wo ’-IS® 



rR * > Gorfioa-croasj 1395 A Tii 

Craft tc be used in the tender of fur for the Piper shares. 

Do you recall that testimony? 

A Tha making of a loan? 

Q The making of a loan. 

A yes. 

Q Your testimony was that you didn't learn of these 
conversations or hear about these conversations until 
January of 2 9 5C. Is chat correct? 

A The/ didn’t happen untiL then, was what I testified; 

t 

I think. 

I 

Q Did you ever have any conversation with Mr. Siegel ' 

prior. ^ believe ic was, January 15, 195 9, or approximately 

then you testified that Mr. Siegel was having conversation!! 
with Mr. Potts concerning ar. extension of credit to Chris- 
Crait? 


i 

Q Could Mr. Siegel have had such conversations? 
liR. LIMAN: Objection 

i 

TKii COURT: Sustained. 

C Juri.ng tha course of your tender offer, or shortly i 

[ 

\ 

prior thereto. did you ever have* any conversations with any— • 

i 

one at Chris-Craft concerning whether Chris-Craft may become ! 
in defaulr of the provisions of their senior notes in the 
event, tray detained 300,000 shares of Pipsr steed', on their 
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mp 

tender offer? 

A No. 

Q w &3 Chris-Craft ever in default on their 3enior 
notes? 

A Yes. 

Q Hie i did such default occur? 

A Not in connection with any time sequence in this 
action. The .(re was a question of whether Chris-Craft was 
in default under its senior notes, in the time sequence in 
thit action, in — 

Q April, 1969? 

A Yes. 

f 

Q that was the nature of the default? 

A There was no default, sir. 

Q Kell, what was the question, then, as tc whether 

therr r vra-; = default? 

A The question of whether there was i default ^as 
whether -.w had — I think whether we had exceeded our other 
inve'tjuent clause. 

Q Would you be a little more explicit or that? 

A The. debt agreement, which was quite ccirplic&ted, 

had 3 provisi .n, or a number of provisions, lira!ting the 
inve^tine us that Chris-Craft could make without further 

consent 5 -v the senior creditors, 
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Jjid t mere was a gusstion as to whether ycu exceeded j 
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the amount you could invest? 

A That's correct. 

Q And do ycu recall whether there was any discussion 


a 

iC | 


i 

JO >i 
i! 
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30 
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24 !| 
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as to the time period in which such default could have 
occurred, if it did occur? 

A it would have teen when we got the number of shares 
that brou ji t u > up over the limits in the indenture agree¬ 
ment. There was no discussion as to when that orecise 
time occurred. 

Q Was it discussed that it could possibly have 
occurred during the course of your tender offer? 

A No. 

Q Well, at the completion of your tender offer, did 
it occur — had it occurred or possibly occurred? 

A I think so, but 3! am not sure. it ir. a :aathe 
metical calculation. 

0 tut you dor. t recall ever having any discussions 
with any as concerning the possibility that it could have 
occurred iur: ug the course of your tender offer? 

A Wo. The subject came up long after the tender 
offer. 

tR.RYAN: Please mark thin for irientificat.ic n 
a? the /i » ;k defendant's exhibit. 
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(Defendant’s Exhibit T narked for identifi¬ 
cation. ) 

iff:. RYAN: This is a one-page Xerox of hand¬ 
written notes. 

Q Mr. Gordon. I show you Defendant's Exhibit T for 
identification. Have you ever seen that document before? 


A 

Q 

A 

Q 

A 


y ajn't recognize it. 

Do you recognize the handwriting? 

lie. 

Who is Mr. Winslow Maxwell? 

Wins Low Maxwell was the comptroller — financial 
vice-president of Chris-Craft. 

0 In January of 1969? 

A Yes. 

Q Could that be Mr.. Maxwellb handwriting (indicating)J 
MR. LIMAN: Objection. 

A I don't recognize it. It could be. I just don't 

know, 


MR. RYAN: Your Honor, this document was produced . 

by C* .rxs -Crart during the course of our discovery proceedings 

and t n /or has been identified as to who wrote it, ether 

than it ou;ae out of Chris-Craft’s files, or at least was 
prod carl by their counsel. 

THE COURT: Let's look at the internal evidence. ! 
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! Can ? ou '°Y examining this lino by lino identify the 
j information with factual data concerning Chris-Craft? 

IIP.. RYAN: I believe we car., your Honor. 

! 

TEE WITNESS: Can I? 

I 

' THE COURS: Yes. 

THE WITNESS: Ye3. 

TMrJ COURT? Is there anything on here whi ch appears j 
i 

to you co be inconsistent with tha facts prevailing from 
i 1960 to 1969, as you knew them? 

; i 

-HE WITNESS: There era some things here I can't i 

( 

j even read. What is the first line, "available for invest"? ! 
j I assume it's investments. It shows in '68, 8648,9813 — 

i 

|j 1 don,t know whether that is consistent or not. j 

I 

The n>e*t line, "Interest payable on total debt. 

* 1 l 

2753.5 si read/ over restriction!" 


you? 


TFS COURT: Doe3 that have any — 

J hil WITNESS : That wouldn’t have — -■ 

IH.'j COURT: Does that have any significance to 


TEE WITNESS: Ye 3 . 


TEE COURT: \Tn at does it maan to you? 

TILE WITNESS: I would assuire thar it refers to t;he ? 


restrict. Lon 
senior debt 


on interest coverage — we only had that in the 
agreement or — for either senior funded debt 


I 
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i 1 - 

2 ,• or subordinated debt. There were two different tents. 

;! 

3 i; That ia my assumption as to what it is referring to. 

4 | Since vs were never over tnac restriction, that provision 

r | has never beer violated, to my knowledge. This might have 

8 

6 jj been worked up ~ T don't know vrhat that refers to. Perhaps 

I 

7 j it refers to some new financing. 

•' 

/ 

^ ! •-b says, ‘'/’.mount available, other investments." 

I 

v jj Vhis comes to the ether investments clause I was referring 
IQ I: to. 


' ATll/30, '58," eight thousand or eight million, 

I don't know which that is. 

Q )Down below it says, "Ad debentures, 25." 

A r fhat must be eight million. AT would be — 

Q xsn t it at 11,30, where Chris—Craft had invested 
eight million o.ie hundred sixty-three thousand in other 
investments? 

A :'t could be at. The way he has a capital A and a 
capital 1 it could be something else. 

•?i:E COURT: Did you have $33,000,000 worth of 
investments when you added the debentures of $25,000,000 in 


there? 


MR. 1.1 MAM: Are you reading "Amount available, 


other investments"? 


MR. RYAN: Kor other investments. 
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Q Isn-t the 8,163,000 the amount you could under 

yom senior notes invest in other companies? 

A The 8,000,000 — 

C 163. 

A At ll/.-J()/(> d? 

Q Yes, 

A Yes. 

Q ?nd the aabenturns, t ia f . ; , s ihe soavertlble 

Til' 1 * aSm,e " ^ 23 - 000 ' 000 ?o» Issued in 

“•pu c ..ai.- , l*;j, tl,,t was availtble for invar ta-ent in ctier 

compan.i?>7, is that correct 

A I don’t tnink we had it at that time* 

\ 

Q At what time? 

A At 11/30/38. 

Q No, out subsequent thrreto you did have 25..000.COO? 
A ires. 

0 In unnuary of 19 59, preceding the cper.J.nc of the 

tendez offer on January 23, do you know how much .touoy you 

had invented :.a other corupcoiiag o.r. such tine? 

In January? 

That s right. 

Of 1962? 

lirmoc*lately before the opening of the -i »nler offer. 
We had scate Warner Brcs. and some M-G- v . t don't 
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Q And you had $10,000,000 in Piper shares at that 
point, too, with the Tech Fund shares? 

A With the Tech Fund. 

Q Sc you had $18,000,000 in other investments, 

approximately? That would be a reasonable approximation? 

A I 3>n't know. I said I don't know how much ;e had — 
I don't think we had 18,000,000 in other investments. 

Q Including Piper? 

A 18,000, 0P0 including Fiper? I den't think we did. 

In fact I am quite sure we didn't. 

THE COURT: Was there any change between your 
investments on November 30, 1968, and January 23, 1969, other 
than the acquisition of the $10,000,003 of Paper shares? 

THL WITNESS: Sure. 

9 Prior to January 22? 

A Yes. 

Q What wa3 the change? 

A We bought some — I air. not sure i f it vas then — 

I think we bought some Warner and some M-G-M shook. I don't 
think it was $3,000,000 werth of it, by any means. 

Q Did you have Harley-Dcvidson stock at that time? 

A Yes. 

0 And you had Warner Bros. 3 tock? 
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A I don't know.. When did we 
I forget when we closed on that. 

Q Hailey-Davidson, you recall 


1403 A 

have Harley-Davidson? 


, you had under the 


option arrangement and you didnt sell Harley-Davidson until 
some time in May of 1969, 

A So I didrt have Harley then in November. May 
of *69? 

Q May cf '69. 

A I would have had Harley then. I forget the amount 
of Harl y we had. 


"Other investment now, $18,000,000. '* I don't 
know what that figure includes or would include. 

i 

i 

Q Dc you know what is meant by "Cushion,$15,000,000"?| 

1 

A NO. 


Q Do you know what the "300,000 at $65" neeni? 

MR. LIMAN: Mine say r; €6. Does yours sa” 65 1 

MR. RYAN: It is hard to say. It is either C6 or 
65. It must he 65 if it is 19.8. 

Q Do you know what that refers tc? 

A That sounds like $65 plus a dollar.- 1 think, we 
paid in the commission — that sounds like it refers to our 


tender clfer, 

Q But this does net at all refresh your recollection 
as to the condition of your senior notes at that time? 
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A I am not sure what restrictions he is referring 
to there. 


Q Could this be the point, Mr. Gordon, at which you 
did possibly become in defau? t on your senior .notes? 

A I just don't recognize this document. T don't know 
if that is what this is talking about. Mr. Marcwoll. prepared 
a lot o: documents on assumptions. He prepared a lot of 
documents that were erroneous, and this is one I don't 
recognise. 

i 

0 But you had no discussions in Ap~i3 or 1 ?€•> with 
IDS in which they nay have claimed that you were iu default 

i 

on four senior notes du;;irg the course of ;-ojr tender offer? ‘ 

A No. They didn't refer to the time of the possible 
default, 

THE COURT: How do you read the last two lines, 

Mr. Cordon? 

THE WITNESS: I can't make them out. "If we 
get 15" — I can't make out the next word. 

THE COURT: Well, there is a thousand there, 
an M with a slash — 15, 000,000? 
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THE WITNESS: 15,000,000. I can’t mr.be it out — 
"bit"? And it is ’plus every one" — oh, "If «a got 15 
debt and everyone okays" 

THf; COURT: Doesn't iir. say, "If v/e get 15,000,000 
subordinate loan ano everybody okays- we will be aole to 
purchase 150,000 shares at 68 over the 300,000 tendered"? 

THE WITNESS: I don't see the word "subordinated." 

THE COURT: Weil, skip that. 

THE WITNESS: is that the "sub" there, that under¬ 
lined -- that could be "sub," yes, "15 sub debt pits every¬ 
one's okays, we will be able to purchase" — that would 
indicate it is aome kind of calculation to dstemine how 
many shares we could buy within certain limits cf the 
senior debt agreement. 
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Q Bur. you don't recognize the handwriting? 

A If i could see something else of Winslow 
i-lay.wcll'3, it would help iae. it sounds like Winslow 


Maxvre.M. 

Ihh COUFT: Now as of wliat dace, if any, would 

such a calculation be pertinent? 

THi^ WITNESS: I would have to look at the 

instrument. There frequently are references back to 
i&s.. fin.uic.iels furnished, and yot. have to ba in 
conformity *r:.th the provisions when you furnish the 

i 

certificate, each — I forget whether v/e were curnisnirg 

quarterly or semi-annual reports. 

THi: COURT 1 : Was there an area of time along 

there, in -larch or April of 1969, when ycu were con¬ 
templating buying another 150,000 shaias of Piper stock 

at $68 levelV 

THF. WITNESS: At v/hat tirae? 

Tlii; COURT: In ilcirch or April, 

THI: WITNESS: No. This last 1 in^ indicates 
to ..'.e that it is a January document. 

Wir, might have bear, asked to make that assumption 


a nd eeo ] : ov j t. looses. 


I wouldn't have known aoovt it. 


He corl«: have gotten instructions to see wliat that looks 


like. 
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I ;viat don't icnow what assumptions this -vas 
prepared under. 


a R- RYAN: 


Exhibit T. 


^ offer in evidence Defendant* 


MR, L1MAIC: Objection. 

Th:; COURTi Objection sustained for the present, 

‘ untii we get further identification of i-s authen¬ 
ticity. 

BY MR. RYAN: 


Q Nov, i-Ir. Gordon, you testified or /our direct 
examination —- 


Tdi. COURT: By the way, is that gentleman 

available as a witness? 

MR. RYAN: I believe that we can get him, your 

Honor, /es. 

Ha it: no longer employed by Chris-Craft. 

Idli WITNESS: He should be available, yoor 

Honor. 


MR, RYAN: But he is available. 

THi. COURT: Nov rr the only problem is tht 

identification of the handwriting, perhaps through the 

stdiGsif iitii..;. efforts or all counsel somebody can anew 
him this and find out if it is his. 

If you want to find out about the contents, we 
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will have to have him. 

But let’s not call an unnecessary witness. 

BY HR. RYAN: 

C it: Gordon/ curing the course of your direct 
«i3U:.m3* alion, you testified that it was not until January 
list that you seriously considered going for control of 
Piper. 

A Yes. 

Q And it wasn't before that time? 

A Well. I seriously thought about it when v/e 
started buying a lot of shares. I personally must ha^e 
mulled it over in ray mind, but the first serious discussion 
was January 213t. 

C Well, when you purchased che first — 

A The first series -~ 

Q V/hen you first purchased the 5f00 shares of 

stock on December 30, 1968, didn't you isurcha ;e these 
shares with the intention of getting control of Piper? 

A No. 

Ml! , RYAH: I want to hand up the deposition 

of Mr:. Gordon taken by Mr. Wickenhavrer, taken in fhi.c- 
deiphia. 

Q Mr. Gordon, do you recall being examined by 

Mr. Wickenhaver in Pennsylvania on May 27, 1969, In the 
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Pennsylvar ia actic a? 

A Yes. 

0 And do you recall being asked those questions 
and giving thece answer. 7 ? 

MR.. RYAK: This is page 46. 

Q (Continuing and reading) 

"G Way there any discussion at the board meeting 
prior to the first purchase or Piper shares? 


' A 

To, 

1 dor.'t thirk ss. 


"Q 

Whc 

made the c!oc If on to 

•make the first 


purchase of Piper shares? 

"A Well, the decision was, I suppose, nude by Herb 
Siegel, after consultation with Jim llocklis nnc. myself, 
and probably Armand Eprf. and Virgil Sheri!.., ar.d maybe 
some of the other directors. I am not sure. 

"Q was 'the rraesr. gtvun by ar.y of the per eons 

engaged ir. any of these t.iacussr.ons in deciding to 
purchase the shares of Piper rather than on i of tl e ether 
aircraft companies chat yon mentioned? 

"A Thorre v/ere a lot of reasons . 

"Q What were they? 

"A Ava:. lability. 

"Q Of vhat? 

"A Of Riper Aircrafthe size of Pi.-.or, the fact 
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the: it would — the position of Piper in the industry r 
anc it had a lot of room for improvement, its name was 
importrnt. 

"Were a lot of reasons why we made the decision 
to buy Piper stock. 

'‘Basically we thought it would be a good 
investment and we »;ould make it with a view to possible 
control.” 

Do you recall being c.sited those questions and 
giving those answers? 

A Yea. 

q Were those answers truthful when he gave them? 

A Yes. 

U Are they truthful tot ay? 

A Y3a. 

U So your first purchase of 5000 shares were 
bought wit- a view tc control, weren't they? 

A Alt of our purchases were bought vith th-*c viei., 

yes. 

Q New you testified, Mr. Gordon, that during 

the course o:f your exchange ofier, in Hay or Oi.na of 196S:, 

that you rad:'. some telephone cells to holders of Piper 
shares, inquiring whether the^ woulc* wish to tender to 

Cliris-Craft. 
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2 |! 

• 


Co you recall that testimony? 

3 ! 

; 

m 

A 

Yes. 

4 • 



II 

- i 

Q 

And you testified that you called Mr. Ellsworth 

n 

Buck. 

i 

1 

6 j, 


Do you rscall that testimony? | 

7 I 

A 

t 

Yes. 

3 

Q 

Cc you know whether hr. Buck is still alive 

9 i 

today? 

I 

1 

1 

10 | 


1 


A 

lie ' s dead. j 

li 

O 

And you ,inew that when you cave that testimony? 

12 

A 

Yea, I did. 

13 

Q 

\ 

\ 

Now how many ether people did you caJ1? 

14 


i 

i 

THE COURT: By the way, was that the man vho 

15 

’ was in th 

• 

2 insurance pension planning? 

16 



17 

i 

MR. RYAN. He was a substantial person., your 

Honor. 

1 

I eon net exactly sure what businciss he was in. j 

IS 

i 

i 

iiR. LIMAN : A former Congressman from s satan 

19 

1’ 

ii 

!; l3lando 


20 

!■ 

& 

1 

How many other riper shareholders did you call? 

J 

21 

j 

22 

II 

Four or five. 

4 . . 

f: 

Aik cio you recall the names of any of there 

24 

people? 

i 

25 

ii a 

i 

i 

) 

1 

No. t 

i 

i 

1 
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Q you recall how many of chess four or five 

people you recall made that statement? 

A l da.it remember the exact words that they used 
hero, Jt 1 would s *y at least one cr two people said 
thev were going to wait fer Bangor Punta's offer. I 
don‘w knew taat they were going to wait and see what it 
was. They all thought it wa .3 a $30 offer. 

Q How do you know that? 

A se 2 au.»o they told me 

Q Th 2 / said itv.es a $B0 offer? Those ware the 

words ciiey U3ed? 

A No. That was the substance. I don't remember 
the exact words. 

1 Now you testified yesterday that .as the 

v 

Bangor Punta ‘j exchange offer wa3 announced and their 
pat .:agr o:. sacerities identified, I5r. Siegal marie tre 
statement that the forthcoming Chr is-Craft offer would 
hav»i tc have a very high valuation and be a very etiong 


pac ka jc. 


Do you recall tnat testimony? 


A Yet. 


Q Ar.i you al3o testified that the Chri: 2 -Cre.f t 
or tie woard of Chris-Craft was advised that the package 

which they offered in their exchange offer, which opened. 


A 
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330 


i 


I believe, cn January 24th, was valued at between $90 and 
$ 100 ? 

A That was the estimate of our savvy people, that's 
right, yes. 

Q Who were the savvy peqie? 

A Armand Erpf and Verge Sherill were the sawiest. 
Jim Roeklis aad some knowhow in this. 

v Did Mr. Erpf an! Mr. Sherill indicate to you 
how they arrived at this valuation? 

A Mr. Erpf did. 

Q What did Mr. Erpf say? 

A Mr. Erpf valued it by taking the preferred stock 

at its conversion price —- it was convertible into our 
common stock, which was listed. He took the warrants 
pursuant to a formula, and he took the cash at cash. 

Q Am! — 

A Arid he gave a premium for the preferred asoect 
of the preferred stock. 

G Neither your preferred stock nor your warrants 
were ever traced before, were they? 

A No. 

^ Die. your package, of securities ever sell ac 

$ 90 ? 

A No. 

SOUTHERN DISTRICT COURT REPORTERS 
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Piet it c-.ver sui. ov^r >73? 

A Thtt's a stipulated fact. x don't recall the 
hie lie 51 pric ? it reached. 

If ms 1 *-3 U.»_r*:-;raft rackuge e/er e^il daring 
tte course cJ .,-our exchange offers — 

J *' /asu ' £5 ®liiiig then. it wasn't trading. 

C: It started cradrag on January didn’t it? 

Mi;. JG: r/ily. 

IL 1 * . .T/AK: Excuse n<a. 
t hu .y 24tin. 

lea ; that when your offer opened? 

A 0ur of fercpened Jury 24th. i a.n ne t sure <;] en ! 

j 

the treorng — if the trading started then. i doa’t think 
it aid. 

"v-r;. .}.,. it certainly started by tic* next day, is 
tha-t r: -hr.? 

* i.-i ’-hen rt .o.lt only cn o w ieu~ issued be. Ls. 

• Ci A.:, what is the difference between a when-.i 3 . 3 acd 

basre and wh. , . it is not on a when-issued basis . ..r the 
case of your securities? 

A I-' the case of cur securities there would ha a 

discount merer for the risk that the securt-iou vould 
nev.. 1 . n. • :;3.w. >&., plus a cron s : : scount. 

Q Hcv. could your securities never be isu ieo? 
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Gordon-cross 
rfa ;n't your oxfer a firm exchange offer? 

A '■.‘here are aiv/aye uncertainties, 
could hare gotten an injunction. 


Bangor Punta 


1HE COURT: The question VS3 did it ever sell 
above ^7_ or with aii the tilings that you have men¬ 

tioned? 


C.B2 WITNESS: It never — did the package ever 
sel.. above tint price? ::;o. 

T-’ l COURT: What was that number? 73? 

MR. RYAN: $73 is the figure. 

T!112 WITNESS: Tnat is the stipulated price of the 

package. 

THE COURT: Are you suggesting that the un- 

certain.v that souteoody mi.give come in with an injunction 
would h;> worth the difference between $73 and $90? 

1. 1 WITNESS: He . I didn't intend to convey 
that in rcsBi’cn. 

BY MR, h.M-'J: 

Q Jell, when you fixed the price at 90, Chris- 
Craic f. I'.f-d 'a price at SO, '/hat was the reason that you 
wanted . o hi:; the price at i>0? 

-IR. LIMAN: objection to the for-.. 

Til} CQti -t': Was there a reason? 

Q (Continuing) Was there a reason? 

S3LTHERN i:\-.7RICT TDURT REPCHTBiS 
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A Wo didn't fix the price at 90. Our invest¬ 
ment bankers gave us their estimate of what somebody else 
would value the package at. 

Q Well# you and i<r. Siegel -- at least to. Siegel 
wanted a very high valuation, didn't he? 


A Ye a. 


G And why did ho want a very high valuation? 

I 

A So our offer would be successful. i 

I 

Q So you would have a higher offer than the 

I 

Bangor Pvnta offering, is that the reason? j 

A So we would sell at a higher valuation than 

i 

Bangor Punta’s offer, yes. So we would top Bangor 
Funta's off£•?:. That's certainly — 

Q After you learned that your package did net have 
a higher valuation than langor Punta’s package, why didn't 

you increase it'' 

MR, Objection as to the form,, your 

r nor. 

TJ : COURT: Did you take any sfcece to increase 

it after* you ieenvid of those facts? 

HR, hit IT.l: Objection to the form again, your 

Honor, 

THi.‘ COURT; It is overruled. 

I will change the word "facts." 
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After you learned of those circumstances. 

THE WITNESS: I don't believe that it is 

accurate, the circumstances are accurate, that Bangor 
Punta's package was higher than our package. 

We did not take steps to increase our offer, 
and you asked ne why. 

MR. RYAN: Yes. 

BY MR. RYAN; 

0 Why? 

A We felt that we had gone as high as we could 


Q You ran out of money, isn't that the reason? 

A Ho. 

Q Banger Punta's exchange offer closed on July 29th, 
isn't that, correct? 

A Yes, 


Q Chris-Craft's exchange offer was still operisn't 


that correct? 


A Yes. 


you? 


Q You coulc’. have amended yjur exchange offer, couldr ' t 


A Yes. It would have taken time, but we could have. 
Q Uov/ ouch time? 
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A A few days. One day or two days. 

Q \ou wouldn’t have had to have any lapse; you 

could have continued right on, couldn’t you? 

A Yes. 

Q In fact, your exchange offer which preceded the 
one which opened up July 24th y^u amended or extended four 
or five times? 


Q Yet you decided not ■— 

A That'8 right. 

Q Chris-Craft decided not to increase its offer? 

A That's correct. 

Q Now after the Chris-Craft exchange offer closed, 
you testified yesterday that between August 12th to 
.iugust 18th, Chris-Craft purchased approximately 300,000 
shares cf liner Aircraft stock on the market, is that 
correct ? 

A Between what dates? 


Q August 12th and August 18th. That is a stipulat 


fac-i. 


Yes. 


A Yes. 


It was a stipulated fact? 

Yes. I am trying to place that time in my 


mind new. 


SOUTHER* DISTRICT COURT REPORTERS 
United States Court House 

Fou-y Square . N.Y., N.Y. :Q0& Telephone: CCr flano 7-4580 






Pj -15 


Gordon-cross 


1420 A 


fi Well, your offer closed on August 4th, and 
this — 

t 

j' A Right. I am with you. 

jj 0 An,d you testified further that you stopped 

jj afMr iou be ' J 9“ t 330.000 shares, because then you had 
| . yOV ~ ant* if you were successful in your lawsuit 

and you were able to get one or two of the blocks of 

jj 

| Sha::eB thflt Ban 9 or secured, you would have your control, 

is that correct? 

i 

A No. I said that, and I also said that we 
j stopped buying because we didn't think it was possible to 
uuy the control. We had to buy two shares for every one 

\ 

of yours. it was — 

Q bo you know how many shares Bangor Punta bought 
between August 8th and September 5th? 

j h I c-on't know the number. I knew it must have 

been qu.lte a percentage. 

! 

Q It was 110,000 shares, wasn't it? 

i 

» 

A I Kill accept that. 

I o i 

Q And these shares were bought on the open market, | 

j! v/erer.'t they? 

, 

;> A I question that. 


That they were bought by Bangor Punta, that I 


know. 
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Q Is tlxo(*c*. any reason why you couldn't have purchased 
t/iose shares, why CUrra-Craft couldn't have purclased those 
shares? 

A We couldn't both purchase them. 

Q No. But these ware chares which could be bid 
upon in the market, couldn't they? 

A yes, but .Jangor Punta had to — only had to buy 

ore share for every two we had to buy. There wa 3 no 
way we could prevent, them from outbidding us, and we 
v.ould just wind up locking in our minority position at a 
higher price. 

Q How did you know if you didn't try? 

A VIq were advised that, and I was pretty sure of 
it. It was a logical thing. 

i 

Q Who advised you that Bangor Punta was qoi • co 

i 

yet into bidding contest with you to get control -jf the 
sh-raa of Piper? 

A Bangor i unta announced that that was ics in- 
tertron. j 

i 

Q When? 

» 

A It was under a contractual obligation to obtain 

conczol. 

» 

tt To us i i-s best efforts to obtain control,- is that 1 


the language? 
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A Yes. 

Q Uo you Jay that included getting into a bidding 
contest? 

A I would assume so, yes. 

Q She fact of the matter Is, Hr. Gordon, where 
wa B CI.ris-Craft going to get the $8 million or 510 million 
that was necessary to buy sufficient shares at the end of 
its exchange offer to get the necessary 50 per cent? 

A is that a question? 

Q Yes. 

A If it was possible for us to get the 50 per cent, 
we could have gotten the financing. There's no doubt 
whatsoever in my mind about it. 

Q Did you ever try in August of 1969 to get that 
financing? 

A No. 


C Mow you testified, Mr. Gordon, that — 

AR ' 1 wil1 te through in a few minutes, I 

believe, your Honor. 

Tiff COURT! I was going to suggest •. that you 

■night want to go over until the morning for the balance 
of the examination. 


MR. RYAN: 
It ij hard to say. 


I have 15 minutes to a half hour more 
I will go over, if you wish, your 
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Kow I beiiav, that tening ha, some examlnatlon 

too- 

MH. apjiihg: i would estimate about 15 minutes. 

(Discussion off the record.) 

THE COURT: We will recess now until 10.00 a.m. 

tomorrow morning. 

In the meantime I am expecting that you gentlemen 
will, after your lunches, devote the afternoon to arriving 
st an agreement as to what of the agreed findings of fact j 
are to be placed on this record as part of the record. 
Anything which is not added to the record, even if previously 
agreed upon, prior to the trial, is not going to be deemed 
part of the record, so that I nave one single record without 
incorporation by reference when this case is closed, 
right, gentlemen. 

(Adjournment taken to March 11 , 1971 , a t 
10.00 a.m.) 
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69 Civ 2221 


69 Civ 2 3."4 


70 Civ 3940 


Trial resumed. 


New York, March 11, 19*71; 

10.00 A.M. 


CHARLES LEONARD GORDON, resumed. 
MR. RYAN: May I bag in, your Honor? 

THE COURT: Yes. 

CROSS EXAMINATION CONTINUE! 

BY MR. RYAN: 

Mr. Gccdon, do you recall on Tuesday testifying 

ti: t other than the dividend that Chri 3 -Craft received on 

tha’r Piper shares in August of 1969, Chris-Craft had not 

re .aivfcd a single penny on its investment ir. Piper. Do 
yoi: recall that testimony? 
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342 


s i 


r>) • hZMAK; Dc you have the page? 

‘ S 


/iR. RYAN: 200. 

s i 
ii 

q 

Has 35. K?cr Punta received anything on its invest- 

, t* 

c 

i 

if.ent o 

*- r thf;r. the dividend declared on August 12th? 

»i! 

A 

You mean, in cash? 

e I: 

!i 

t, 

Casd 

? 1! 

#> 

ii 

*o i 

' Ii 


I dc»;’u know. 

n 

That do you mean by that answer: yon don't know? 

Ii 

T # <va an 

y dividends been declared by Piper that C’hri3-Craft 

12 

» 

iasn' t 

received? 

13 i 

' f 

A 

No. 

u . 

Si 

Q 

7vre vou suggesting that Bangor Punta took funds 

1 

out of 

?iper o-Cior than through a normal dividend? 

*1 i 
*1 

A 

Yes. 

17 \ 

1 

Q 

How? 

iS 

.1 

I 

A 

Maybe expense accounts that are — overhead 

» t 

Shifted 


Z* ! 

:l 

N 

Q 

Do you know of any of those? Do you have any 

*1 

specif..< 

‘ knowledge? 

a 

(. 

A 

iVo; l don't. That's why I said no. 

73 - 

f 

7d ji 

Q 

dou ere a director of Piper Aircraft Company, aren 

you? 



A ifC3. 
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2 VitV:: :l yo-. h.vre d:::“.>:rcd a dividsrd, voted for 

aeclar&tir n o!f ?. dividend in lace 1969 on the Piper 
shares? 

A Yec 

Q Would you vote for a dividend on the Piper shares 
ir 1970? 

A At the present tijnre I wouldn't. At the end of 
197 C X v: v.idn k have, and at tus present time I wouldn : t. 

;< Are veu suggesting that in late 1965 and early 
19‘ ; 0 it «’S3 nut suggested that Piper Aircraft Company might 
be going into a loss period? 

A Definitely it was not suggested that, thev were goinc 
in*o a loss period. We were very surprised when the loss 
came out. We were in profit intii the last tv*o months of 


1969. 


!/ 


lb 

j 

I' 


0 I ar tailing about 1970. 

A Phev wrre in profit until the last two months of 
197-3, 1 balieve — I’m sorry. I was not speaking of ®69. 




,.0 

t 

H 

I V-SS 

speaking cf 1570. 

The' 

2 

It 

1 

la? t 

’:vo .tenths of 1970. 

Vr 

2? 

1 

j: 

than 

a. million dollars in 

th 2 

21 

i! 

r 

more 

chan two pillion dollars 


'}L !l 

L 


of months , anc". I vras quite surprised by it. 
Q You vfera? 
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A Ygs , 

3 Warei.’t you receiving financial information? 

A Yes; I wa3. 

Q And arc y-u suggesting that that information was 
not correct? 

A They took very big writeoffs in the last months, 
the last two months, more than $3,000,000 or $2,000,000 in 
losses then. If I had the figures in front of me, I could 
handle thi3 mum better. But their losses were substantial 
in the '-ast two months, and they were — there ware big 
writeoffs. I assumed that they were not correct, that they 
saved their writeoffs until the end of the month — until 
the end of the year. 

Q Did you ever indicate that to the other members 
of the board of directors? 

A I indicated that the financials were not correct 
to the accountants. I wrote numerous letters on the subject, 
that the financials were not correct, that I suspected that 
they ware not correct, yes. 

0 Were those letters that you are just referring to — 
were those referring to writeoffs of operating losses? 

Didn’t those letters relate to the problem with the Twin 
Comancho? 

1\ That was only one of the problems that they related 
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jj to, f'iT. Fynn. Tuey did relate tc writeoffs, yes. 

!; 

Q In fact, at that point of time — and this is late 
j 1969 and 1970 — didn't you and the other Chris-Craft 
| directors suggest that Piper Aircraft set up a reserve of 
c .er $5,070,000 on its books for the Twin Comanche? 

| A Mr. Ryan, tee management of Piper — 

i- 

|j 1 Answer the question. 

! 

ri 

jj l*k. RYAN; Please read the question. 

■I 

1 A .T can't answer it yes or no. I can answer it by 

»'i 

j styrng that the ianagement of Piper suggested it, ana I 

I 

f 

! i suggested that that, writeoff be taken until — or at least 

j; 

a conservative writeoff be taken until the contrary be 
proven. 

i 

2 And even with that >5,000,000 write off or a 

| ! conservative writeoff, you still are of the opinion that 

il 

ij you a 3 a director would have voted for tee declaration of a 
| • dividend in late 19*59? 

I 

Yes. 

I 

1 2 Now, Mr, Gordon, you tencifiec on your examination 

j 

ij yes to duy rhafc y : i had discussions with several companies 
Ij concerning jwssibly disposing — Chris Craft disposing of 

j! t.-ieir interest in Piper Aircraft Company. Do '*cu recall 

. 

teat testimony? 

\ A VOS. 
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Q '\r>6 urto first company you mentioned was city 
Investing Coir f-any ? 

A Yet, 

Q Do u-,r recall — 

MS. LIMA": Not. the first. 

MS. RYAN: Excuse me. 

Q (Continuing) The fir9t company we discussed was 


I 

J 

A That'o correct. 

Q The first one ycu discussed other than Banger Punta 


was City Investing Company? 

* 

A Yen. 

Q Do you recall when the discussions with City 
Inverting coruner.cec., approximately? September, 1969? 

r. I testified, I think, September, 1969. I had 

noten with roe — 

fj And your exchange offer for the Piper chares 
close'" on August 4, 1969, and do you recall that Bangor 
runts’u exchange offer became effective on August 8, 1969? 
•1, LIMAN: July 18th. 

Ex::usc me, your Honor. 


MR. 

P »•**; |\T • 

What is that? 

MR, 

LIMAN: 

July 18th. 

MR 

RViUI: 

No. Ended. Closed in August. 
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Vo. V.t did net niece in August. It closed July 


2 9 oh. 


0 It became effective August the 0th? 

P Mr. You’re still wrong. It be.caire effective 
July 13th, Mr. Ryan. 

C Nov- , vou know thr it on August fath the stock- 
xvileis of Bangor Punta voted the necessary approval to 
ufn3*Jimct'j the exchange; is;*’.: that correct, 'lr„ Gordon? 

P August £t.h, yes. The exchange offer had expired 


b • then. 

Q Please, Kr. Gordon. 

Now, Jir. Gordon, in your conversations with Mr. 
Scnarfenoerger, you mentioned that he vas interested in 
only buying fcotn Bangor Punta*s and Cnris-Craft's interest 
in Piper; is that correct? 


A I think to. 


C' And you also ter titled that Bargor Punta said 
that they would only sell their investment at cost; do you 
recall that testimony? 

A Yec. 

C' Did C iris-Craft indicate to Mr. JJcharfenberger 

t et it was prepared to sell its investment in Piper at less 
t an cost? 

A We said, "Me, too," after Dave Wallace said he 
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THE COURT: Did you say that you would take less 
than cost before Dave Wallace spoke? 

THE WITNESS: Dave Wallace was the first to speak* 

sir. 

THE COURT: Did you at any time indicate that 
you were willing to take less than cost? 

THE WITNESS: To Mr. Scharfenberger or Mr. Wallace? 
THE COURT: To Mr. Scharfenberger or to Mr. 

Wallace or both. 

the WITNESS: i don't recall whether we indicated 
that or rot , sir. We were negotiating and —— • 

THE COURT: Is there any record of this; by way of 

mamcrandua? ’ 

THE WITNESS: I don't have one* sir. 

THE COURT: All right* Mr. Ryan. 

\ 

Q In the course of the conversations with Mr, 
.Scharfenberger, did he indicate what he was thinking about 
paying for Bangor Punta'3 and Chris-Craft's interest in 


Piper? 

A T'ra not sure whether he indicate# a dollar fioure 

orlt/w he indicated it to us, but we came away thinking that 
he was going to pay only a very low figure. 

0 Ir fact, that is exactly what you told David 
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2 

Wallace, 

wasn"t it? 



3 

A 

That’s what David Wallace told me, and I agreed 



4 

with. 

> 



5 

Q 

The next company you mentioned was the Israel 



6 

Aircraft Corpor^ion. 



7 

A 

Yes. 



3 

Q 

Was Israel Aircraft Corporation brought to the 



7 

attention of Jhriu-Craft by the general counsel, or was 



iO 

Iir. Sue 

Levy of Goldman, Sachs the first perron who brought 



li 

Isre&l Aircraft into the picture? 

- 

► 

!2 

A 

I believe I was the first person to bring it into 



13 

the picture. 



14 

Q 

Did ycu ever have any discussions with Mr. Wallace ‘ 1 


15- 

concerning Israel Aircraft and its introduction to you? 



to 

A 

No. ; j 


17 

Q 

Did Mr. Wallace over tell you that Mur. Gus Levy had \ 


18 

• contacted 

him about Israel Aircraft? 


19 

A 

I don’t recall that, although I thirl he may have 


50 

told that 

to Herb Siegel. I don't fcr.nv. 


21 

1 

Let n*e clarify this. I made the first contact < 


2? 

• ■ i 

j v?i ' Lenny Bialkin, and then fir. Siegel made an independent 


53 

j cor tact, 

and I'm not famt/liar with the facts of how he maoe 



2? 

that contact. 



25 

o 

) 

Mow, the next company you mentioned was North 



i 

! 

1 

1 

| 
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American Rockwell. 

A Yes. 

Q Do you recall what happened to those discussions? 

A They died. 

J And do you recall what the discussions were 
concerning the consideration to be paid by North American 
fcr Chcxa-Craii‘s and Bangor Punta's shares in Piper 

tircraffc Company? ' : - 

• - . “ v • . v * 

A We were talking book, and I think we were talking 

ssme kind of security. ’ • .. . • 

« *. . • 

0 Whose book? • 

• . • •• ■' 

The book of both companies. ' V . / 

is . 

Bangor Punta's and Chris-Craft's book? '• 

♦ . , t 

• . 

The price on their cost, in other words, book cost. 


A 

Q 

A 

Q 


cost? 


A • 

Q 

A 

0 

A 

0 

A 

Q 


Bangor Punta's book cost and Chris-Craft's book 

Yes. 

Who made that offer to you on behalf of — 

There was no offer made, unfortunately. 

Well, who was doing the discussing? 

Dave Wallace led the discussion. 

Bow many meetings did you have? 

One with North American Rockwell people. 

Did you have any meetings with anyone else oon- 
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cerning North American Rockwell? 

A. I met with this broker whom I referred to, Riener, 
and he then after the meeting followed it through, trying 



to earn his commission, and he got nowhere. 

Q Do you recall the discussions with Northrup con¬ 
cerning their interest in Piper Aircraft Company? 

A Yes. 

0 Do you recall what the discussions were concerning 
whit they h«.d in mind to offer for the Piper shares? 

A They never specified a price. I tcld them that 
we had boon asking cost, b:t of course there was room for 
negotiation. /• ' : . 

Q And regarding Gr aiuman Aircraft Company — 

• % « 4 . ># 

By the way, how many meetinea did you have relating) 

... . 

to Northrup? 

' i 

A One meeting and :?ome phone calls. 

Q Now, the next company you mentioned was Grumman 
Aircraft, and you testified that they offered you twenty 

t 

to thirty dollars a share. 


A Twenty or thirty. I don’t rerail the number. 
Q Twenty or thirty? 

A Yes. 

Q For your Piper shares? 

A Yes. 
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Q Were you prepared to sell your Piper shares for 
twenty dollars? 

A I wasn't offered twenty dollars for my shares,, sir. 
I wee offered twenty dollars for my shares if Bangor Punta 
would sell at twenty dollars, and Bangor Punta wouldn't, 
so I never even considered the separate possibility. 

THE COURT: What Is your answer to the question? 

MR. RYAN: Read the question. 

(Question read.) , 

j 

A I said I didn't consider the question. I wasn't 
offered the twenty dollars. 



Moy, t^f next or last company you mentioned was 
Mitsubishi, and Mr. Erp f advised you that ha had several 
conversations with Mitsubishi. Do you recall the substance 
of those conversations? 

A Mr. Erpf just said that he had approached them 
and talked to them. He was not a man to go into detail, 
on something like that. 

0 No "' you also testified that each one of these 
companies were all interested in Piper only if they could 
obtain all the shares of Piper; is that correct? 

A No. 

a Who else was interested in buying a portion of the 
shares of Pip?r? •' 
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2 A They were Interested in Piper only if they could 

3 buy Bengor's block end Piper's block. Some of the - 

4 Q Chrls-Craft's block? 

5 A Chris-Craff. block, yes. That w, only 93 par 

6 cent, sir. 

7 ! 0 And did you ever discuss selling your Piper inheres 

8 , with anyone else other than these companies? 

9 ; A Did I? 

10 j Q Yes. 

" ! * 1 ray h4VO - 1 «"•<= «cll. other than Bangor . 

.2 Punta. Are you talking about me personally or Herb Siegel? 

* 3 I 0 Y ou personally. 

14 A Ho. Let me think for a minute. x can't recall 

1 $ any others. • . < 

* i o Ot the companies you mentioned, discussions you had 

17 | WUh the39 oompanies, how tany were initiated by Chris-Cratt? 

•P | . '«'■ 90 one by one. Was city Investing initiated 

19 1>Y Chris-Craft? 

* j A David Baird was involved in that, an! I don't knew 

?, j whether that was his own activity or whether Herbert Siegel, 

2 who knew David for many years, talked to him. x don't know 
23 the answer to that question. 
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Q What about North American-Rockwell? 

A North American-Rockwell was initiated by Ralph 
Reiner, but Re. ner called me before he had initiated Norkx 
American-Rockwell and 1 told him that we would be inheres 
in selling. So that was, in effect, initiated by Chria-Craft 

Q What about Northrup? 

A l don't know how that was initiated. 

Q And Grumman, you testified, a broker called you 

concerning it, Dillon, Read? 

A There again, there may have been a chain leading up 
to that, but I don't know it, I am not sure of it. 

Q Do you recall — 

A it was well known that we wanted to sell and that 
may have inspired the broker, Dillon, Read, to approach us. 

Q Do you recall testifying yesterday that you decided 

■* . . 



some time in September, 1970, or shortly before that, that 
Chria-Craft no longer wanted control of Piper Aircraft Company 
and were going to pursue their claim for damages? 

A I don't know if that is an accurate statement, Mr. 
Ryan. I think it is a misstatement. 

Q Let me just read the question and answer, I 

am referring to Pages 215 and 216. This is Mr. Liman question- 

ing you, 

"Q Yesterday, I asked you, at Page 186, referrinc 
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to the statement that in September of 3.970 we were seeking 
damages: 

'What vas it that led you to come to the conclusions 
that were reflected in my statement to the Court in September 
of 19707 

P During that period, up till then, we were trying to 
get into or get out, either to get control or get out of 
our pc-Jition. By the time you made your statement, it became 
app ; ent that virginity could no longer be restored, the 
company h.*d changed so that there was no way that control 
-ouic: mr.ke us whole, that that would not be an adequate 
rents cy ‘or the violations — that was our claim, that that 
wouldn't be an adequate remedy for the things that had been 
dor;o to us by Fipur and Bangor Punta and First Boston,*• 

Do you remember that question and that answer? 

A Yes. 

Q In 6 i3\rer to that question you were next asked 
oy Mr. Liman: "What changes in the company wera you referring 


Gordon-crons 


7hcn you .listed a number of changes. 


Yes. 


L’O you recall that testimony? 


Yes. 


The first change you mentioned was that a new 
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president had been appointed at Piper Aircraft Company, 
is that correct? 

A Yes. 

a Did you disagree with the appointment of Mr. Mergen 
as president of Piper? 

A Yes, 

(l And why did you disagree? 

A I thought that we could get somebody stronger at 
thi3 point in tire. 

Q Prior to Mr. Mergen*s appointment, had you ever 

3po<*&n co the man? 

A No. 

Q Pad you ever been offered the opportunity to inter¬ 
view him by Mr. Wallace? 

A :?r. Wallace said that I could end I said I wanted 
to. 2 at an offer of the opportunity, I would eay I had not 

been offered an opportunity, I had gotten general talk that 
I could talk to hin. 

Q You Placed your conclusion that Mr. Mergen 
a'ac not qualified upon something other than your personal 
interview? 

V You are mi stating it. I never said Mr. Mergen 
was * n °" 9ualified. As a matter of fact, after election I 
said that I had voted against him, voted against some 
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presidents whom I thought turned out pretty good — presidents 
of the United States I was referring to ~ there is no questiof, 
about his qualifications. The man is qualified and it is 
not fair for you to say it or imply he is not. ' 

Q What about the new vice-president of sales, Mr. 
Gillespie, did ycu approve of his appointment? | 

t 

A ics As a matter of fact, we recommended him and 
Me joined me — one of the reasons he didn't want to come 
the -> ^38 he didn't think Me.rgen was strong enough 

for the cor pan” and I talked him into coming and I said, 

"Maybff you and Ilergen together can be strong enough." 

i The. he was appointed with the consent and approval 

of Banger Punts, correct? Isn't that correct? Bangor Punto 

cooperated? 

A czt '.nite.lv — more th?n cooperated. 


0 The next point you raised was that Mr. Piper was 
ter-i<n*!-ed as the principal executive officer of Piper. 

A Yes. 

Did you l,.sagree with Mr. Piper's retiring as 
th - principal executive officer of Piper? 

Bo. I disagreed, witn his continuing to draw 
his full salary, though, when he was not doing vhe job. 

Q Tn raet you, and the rest of the representatives 
of Chris-Craft were very critical of the Piper management 
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under Mr. Piper? 
A Yes. 
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Q And you were insisting from almost the inception 
of the time you started buying shares "Let's get rid of the 
Pipers," isn't that correct? 

A Mo. 

Q When did that first start, shortly thereafter? 

A Shortly thereafter. 

Q Vhe next reason you gave,Mr. Gordon, was that Pipe) 
was losing its share of the light aircraft market. Do you 
recall that testimony? 

A Yes, 

0 Whac do you base that statement upon? 

A I read it in the newspapers. 

• , *1 * ; . \ 

Q The next reason you gave was that "The company's 
financial position has deteriorated, the company has been' 
losing money every month this year and lost money last year." 

Do you recall that reason? 

A Yes. ’ 

Q Was Piper Aircraft the only company in the last 
year, year and a half that has bean experiencing difficulty 

in moling a profit? 

A No, sir. 

0 In fact, Chris—Craft has not been doing too well. 
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has .it? 

I 

A 


Q 
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Neither has Bangor Punto. 

You also testified that neither Beech nor Cessna 


lost any money. 

A That's right. 

Q What did you bass that upon? 

A Newspaper reports. 

Q Yot. were talking about, I assume, 1970 earnings 

of Seech? 


A i was talking about recent financial information 
I had read in fcho papers. 1 didn't ha/e any specific — 

Q Well, in 1970, end of fiscax 1970, Beech reported 

an operating loss before taxes of $14 million. Does that 
refresh your recollection as to what you read in the paper? 

A i think there were soma write-offs of military 
business there. That doesn't refresh my recollection. 


Piper 

Do you 


0 They sure didn't show a profit, did uhey? 

A. X think they did at some lino. 

C And your other answer was — other reason was that 
enured — they have entered into the military market, 
recall that reason? , • 


Yes. 


0 Didn't you vote ?or «-Ve resolution authorizing 
Pie'r ' ;> go into the milita ry market •. 
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Yes. 


Q You were enthusiastic, too, weren't you, looks very 

3 

4 promising, didn't it? ; 

AI said at the first meeting about that that the / . 

O / 

6 important thing about Piper, which was a dealer-oriented / 

| company like Chris-Craft is, is that you have to have product 

Q | to feed your dealers, that the military aircraft would not 

9 feed your dealers, and I suggested that this might not be 

j( j | a gcnd direction for Piper to take and I objected very much 

* to some of the necfotiatin’g points in the contract r where. . 

J 2 P they were going to pay a million dollars and several million 

j 3 | dollars before they had a firm contract. 

I My criticisms on t : .xa terms of the contract were 

15 I mo-. The contract was renegotiated very favorably to Piper. 

K the Pipers were showing no immediate move to feed their 

17 dealers in other directions and I voted for it. I am not 
jl 

If saying that this is a bad project, I am enthusiastic about 
it, but I am saying that is not the direction that I think 
20 that company should be going in- That company is in the 
2 » I light aircraft business and that is the direction it should 

r I be in. 

23 If it is going into military business, it should 

2 , | loo military business that improves its state of the art. 

23 | bnfc here it is going into military business where they are 
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| n,anufactu ring an out-of-date plane that is being updated and 
it is not going to improve their state of the art. 

That was my judgment as a director of the company 
not as an expert in the field. 

HR. RYAF: I have no further questions. Judge, 

other than yesterday Mr. Gordon indicated that his recollec- 
vaj that Bangor Punta's investment in Piper was valued 
at »nworf«ately $70. Just so there is no misunderstanding, 
on our balance sheet, Bangor Punta's balance sheet for 
? r 70, we carry out investment at $67,541,000, which comes 
out to approximately $80 a share. 

However, a footnote to that balance sheet reflects 
the fact that $13 million of that has not been paid as yet 
ard that may or may not be due, depending upon future events. 

So that in fact, your Honor, ve have invested 
approximately $54 million, which makes our average cost 
somewhere around $60, or something like that. 

MF:. LIMAN: i don't disagree with it. $13 mill! 

0 

I think you will agree refars to the claim of the Piper 
foroily under the May 8th agreement? 

MT *‘ RYAN: That correct. I do have a copy 
o t h ’ -’nnual report, your Honor. 

Till. COURTs Off' the recorl ,» ni'.nuf.o. 

(‘ .‘w-uusion o.t>" thr record.) 
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CROSS-EXAMINATION 14454 

BY MR, ARMING: 

. ' * 

Q Mr. Gordon, you referred to transcript of Tuesday, 
March 9, in this trial. Pages 136 and 137, and you indicated 
that In valuing your exchange offer on or about May 16, 1969, 
you uueci a formula of the conversion value pius 5 per cent 
premium for the preferred position and a formula for valuing 
th* warranto *hich I an advised is referred to as the Levy 
formula, Tl.ose are mathematical formulas, are they not? 

Thera is no eJ«n*ent of judgment involved once you decided to 
usr. those formulas? 

A Yes. Well, there is an element of judgment in 
picking the formula in the first place. 

Q Once you have decided that is the formula you 
want to use, there is no further judgment involved, it is 
a mathematical computation? 

A Yec. 

TF3 COURT: Who is Levy? 


MR. ARMING: Gustav Levy, I believe, of Goldman, 

Sachs. 

0 At any time between May 16 and July 24, when you 

again revised your exchange offer, did you run those computa¬ 
tions again? 

A I am sure we did. I don't have any specific 
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Q Do you have a general recollection of the trend 

. 

of those calculations or of the level of those calculations? 
A Between what dates and what dates? 

Q Between May 16 and July 24 when you again adjusted 
your percentage? 

A Our stock was declining, as I recall, and so the 
creri ir. the calculations would have been — the computation 
won., :. shoved the downward trend. 

C At any time between May 16 and July 24, did you 
° r y ° Ur , ‘ olleft 9' jes consider adjusting your offer in order 
to coa^nsate to: that decline or to increase your offer? 

A From between May 16 and July 24, when we did 

inc-.r^sre it? 


A Yes, we thought about it. 

Q But you decided not to? 

A Yes. 

0 I re -er you again to the trtr.iicrlpt of. your testi¬ 
mony on Tuesday, i„ this trial, specifically to Page 10G, 
the question beginning on Line 5: 

"0 What was said on the number of shares to ba 


tendered for? 


A Well, i said the object was to get control. 
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* WWCh 1 * 20 - 0a ° -^e,. We hed iJ0 .000 

3 620 .ore would glv8 U8 control and ^ ^ ^ ^ ^ 

4 -St wsy to get the 620 wes not to pot that no^er In the 

I I offer because people would be discouraged if the number) 

‘ "" t0 ° W9h ' Pe ° PlB WUld >» discourage f roB tendering.^! 

Then on the next page, 107, beginning at tin. 4, 1 

I j "Q Was there discussion of the right of overage? , 

| "A Vos. There was never any discussion over it 

-cause the -sin object was to get 620. night of overag . I 

vas crucial to it. He didn't discuss it. It ..tried 
I at the beginning." I 

Both you and Mr. Siegel have been deposed i„ th... 

rnd related proceedings on at least two or three occasion. 

| each, have you not? I 

A Yos. I 

0 You have also .ado filing, with the SEC and filed ' 
affidavits in various legal proceedings? 

A Yos. 

o Wasn't that testirony on Tuesday, Mr. Cordon, . 

the very first tine that either you or Mr. Siegel has ever 

said the objective of that tender offer was to obtain 

620,009 shares? I I 

Xt is the first time I ever used those words, but 
it is not tne first time that we have indicted that « were . 
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going for control, no. 

Q Wasn’t it always before carefully worded that you 
wanted 300,000 to take a look or that you might move on from 
there or, as the phrase in your filing was, with a view 
to control? 

A Your question is was it with a view to control? 

Q Mo. My question is, didn't you say for the 
very first time* in thi3 courtroom last Tuesday that the object 
ive of that cash tender offer was to obtain control right 

then end there? 

A No. 

Q Were you deposed in Pennsylvania on May 27, 1969, 
by a Mr. Wickanhaver, 3ir? 

A Yes. 

Q I refer you to your testimony in that deposition. 
Page 95, question beginning sn Line 14: 

"Q Uas it your goal in considering a cash tender 
offer to obtein as many shares a 3 possible? 

"A I wouldn't characterize it that way, no. 

"Q Was it your goal to set a number of shares 
for which you would tender to pick a figure of a number of 
-rheros for which you would tender that would result in 
obtaining the nutriinum number of shares? 

"A Not necessarily, no." 
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! Was that your testimony on that date? . , 

r . * • • 

I A Yes. 

Q were those answers true? */' 

A Yes. I was talking about the maximum number 
there. Here I am talking about majority. 

0 But under the terms of your tender offer, Hr. 

Gordon, didn't you have the right to take all or any part of 
the overage? 

A Yes. 

Q If you had received a million shares you could 
?tiU h - v3 to purchase only 620, 000? 

A Yes, bat our goal was not to take a million share., 
our goal was to get to at least 620. 

Q If you received a million you would get 620, 
wouldn’t you? 

A Yes, 

0 I refer you to your testimony on that same date. 

Page 155, beginning on Line 10: 

■Q Did you esk him for his opinion regarding thi, 
Grumman transaction? 

"A I think at that time I did ask him. He w or . 
concerned that the price of Piper was falling, or had fallen, 
and the machinations of the Pipers was having an adversa 
effect on the stock, so the price of Piper may b. significant ,■ 
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• • ^ i .* * t • 

lower than the $65 cash tender offer that was out a n d .* • 
that ae a result we night have the whole company thrown at 

us in the canh tender offer, ffe were concerned about that." 

* # « 

If your objective was to obtain 620,000 shares, ■ 
why were you concerned that you might receive more than 620,001 


shares? 


I have alrea 


xfied, because I had not arrange< 


for tiie money yet. 


Q That is an interesting question too. If you ! 

« 

really had as your objective obtaining 620,000 shares, don't 

you thin!: that it would have been prudent to have arranged 
for that? 

A * had arranged for it by the time the tender offer 
closed. 

Q I am talking about January 22, when you were decid-( 
ing what your objective was. 

A It is prudent to arrange for it before you close 
the offering. It might have been more prudent to have 
arranged for it earlier, but I think it is sufficient to arranu« 
for it before the offer closes. 

Q You read Mr. Siegel's depositions in this pro¬ 


ceeding? 


Some of them. 


. HE COOT;?: Was there ex»er ahy disclosure cr filing * 
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with the SEC of that philosophy of prud.no. In r..p.et to 

that exchange offer? * 

• • • , 

MR. liman i You naan tha tender offer, your Honor?) 

the COURT» cash tender offer. * V- - * V . 

the witness I of the philosophy of prudence? *. 

THE COURT* yes, the one that you just expressed # | 

that you arranged for the money after the event or during the 
event — 

THE WITNESS* Yes, that was specifically dis¬ 
closed in the tender offer and the 13D that was filed. 

THE COURT: What was spesifically disclosed? 

TIE WITNESS: That w. would na*e the arrangement.) 
for the additional shares. 

MR. ARNING* May we see that, please? 

(Pause.) 

MR. LIMAN: This is the same as our Exhibit 34 for 
identification (handing to witness.) 

THE COURT: Mr. Liman has given you Exhibit 34 
for identification. What is the language you am calling 
to my attention? 

THE WITNESS* It is in our Schedule 13D filed 

by Chri3-Craft. 

THE COURT* On what date? 

THE WITNESS, On the 22nd of January. m Item 3,1 
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source and amount of funds or other consideration , we say, 
"To the extent additional' funds are required, Chris-Craft 1 
proposes to borrow from banks on a short-term basis'. Arran 


nents for such borrowings haven't yet been made." * \ 

* * # 

• * # # *. j 

MR. LIMAN: Your Conor, this statement also \ 

• 

appears in answer to your Honor's question, in the actual 
tender offer which is in evidence and it is one of their 

* i 
• V* 

exhibits and I am not sure what the letter is. 4 ’• 

MR. A?;jtnG: I would like to refer you again 

to your testimony on Tuesday at Page 108 of the transcript, 
where you indicate, in Line 22, in one of your answers, that 
one of the reasons you did not want to put a higher figure 
in the tender offer was "If we were to go for 500,000 shares 
then we would have to disclose the fact that we had not yet 
arranged for financing." 

0 Was that your answer on Tuesday, Mr. Gordon? 

A What are you reading from? 

Q From the transcript of this trial, the day before 
yesterday. Page 108. 

A Yes. 

0 Can v.*o agree — 

A I think I said more than that about that subject. 
Q Yes, you did. 

MR. LIMAN: What page is that? 
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370 

1453 A 


TH3 COURT: Read him the balance of the statement 


to sec if it affects his answer. 



t.i 


Q The entire answer -- well, the question firstr ‘i . 


.4 


"Q What was said on that subkect," which was 
the subject of financing. 


'< '.V 


"A I said it would be easier from the financing 

• . • 

point of view, I said we had not yet arranged for financing 
for shares beyond 300,000 in the tender offer, that we would 
have to disclose in the tender offer. If we were to go for 
500,000 shares then we would have to disclose the fact that 
we had not yet arranged for financing and that that was 
a minor point to argue for the 300,000 shares rather than the 
500,000 shares.” ■■ ... 


That is the complete answer. 

A I should have said, "Emphasize our disclosure," 
rather than "disclose." 

Q Can wo agree at least, Mr. Gordon, that you have 
never before in any of these depositions or filings described 
obtaining 620,000 shares as the main objective of that cash 
tender offer? 

A 7. have been deposed, as you said, three different 
times ever the last year and a half. I don't know if I 
have been asked a question that would call for an answer 
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to that effect or not. If I had oeen, I would have given 

* • ■ 

Jiat answer. 

THE COURTs You mean to say that nobody in the 
last couple of years asked you what your objective was? 

THE WITNESSt They didn't ask me a lot of things 
that surprised me. .*• 

THE COURTs Wasn't that what the whole controversy 
was about? They didn^t ask you what you were up to? 

THE WITNESSc They knew what we were up to, your 

Honor. 

— •#» 

THE COUPT: They didn't ask you? 

'THE WITNESS: They knew we were after control # 

• • 

your Honor. This is all nonsense. 

THE COURTs What is nonsense, the fact that you 
never mentioned 620,000 was the objeoti ve? 

THE WITNESS: Well, to control, your Honor, couM 

* • ' • f 

mean a majority — certainly in most people's minds — 

THE COURT: In describing all your talk around 

the figure 300,000 instead of disclosing that your main 

object was really 620,000 in that cash tender offer — it is 

*• % • 
one tiling to have a view and it is 1 another thing to have 

a pier. Ore looks down the road and the other one is some¬ 
thing you are going to carry out. 

THE WITNESS: We had two plana, at least, your 
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Honor, and that is where the concept of view comes in. If 
all we had was a plan to acquire 620,000 shares, we could 

4 

have said that, but that is not an accurate description of 
what we intended at that time or it is not a full enough 
description. We might have taken, for example, 500,000 shares 
which would have put us in a position to certainly get the 
balance, we thought. We wanted to be in a position to sell, 
if we could see that it was advantageous to get out or neoes* 
sary to do so. You can foreclose yourself from alternative 
actions by saying "This is our intention,” and you can 
drive yourself crazy trying to discuss all the possible alterna¬ 
tives that there might be. 

It is out of that desire to disclose fairly in the j 
best fashion what we were dning that we came up with the 
language, after much thought, a view to control. 

THE COURTt Do I gather from your statement that 
it io desirable to remain ambiguous so that the public 
markets will be subjected to ambiguity rather than definition? 

THE WITNESS* Not at all, your Honor. 

Q There can be only one main objective, can't there? 

A Oh, no. 

Q There can be more than one principal objective or 
wain objective? 

HR. LIMAN: Objection to the form. 
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MR. ARMINGi Withdraw the ruestion. 

Q Z would like to explore the reasoning you advanced 
for putting the 300,Q00 share limitation in there. First 
let's be clear precisely what it means. As X understand it, 
you were, Chris-Craft was, legally bound subject only to 
certain composite conditions to buy every share tendered if 
fewer than 300,000 were tendered, is that correct? 

A Yes. 

Q If more than 300,000 shares were tendered, you 
had the option on the balance? 

A Yes. 

Q In excess of 300,000? 

A Yes. 

Q That is what you referred to as the right of 
overage? 

A Yea. 

0 You advanced as the reason for that the market 
psychology on cash tender offers, an I recall it, which was 
the tendering stock hero, very naturally doesn't like to give 
people an option on his stock but he wants to know whether 
then it is tendered it has in fact been sold, is that true? 

A That was the main reason, yes. 

Q Along the same lines, the tendering stock here 
ie going to be less happy if there is a chance of a pro rata 
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allocation in which he might get 15 shares bach out of the 
100 he sends in? That was a consideration? 


Gordon-cross 



A That is the same consideration, 

l 

Q In other words, the more certain a imw is that 
his shares will be purchased, all of them will be purchased, 
the more attractive the tender offer? 

A Yes, 

Q If you had the ideal tender offer, then, there 


10 | wou ^ k® n© limit at all, you would be absolutely bound to 

11 1 tako cv ery share that came in, from the point of view of the 


12 ff tendering ctoolholder? 


13 

15 

17 

18 

19 

20 
21 
22 

24 

25 


A No. The ideal tender offer would be one that the 
tendering rtockholder would be successful. In some in- 
stances rariybe your ideal would produce the opposite result. 

Q How can that possibly be? He is certain that you 
are going to take his shares, there is no question of degrees 
of certainty and you are absolutely bound. Now, how could 
you get a better tender offer than that? 

A Well, if Bangor Punta were to tender for General 
Motors, 100 per cent of the shares, that v/ould not be success¬ 
ful. If Bangor Punta were to tender for 1000 General Motors 

\ 

shares, that would be successful. 

Q You mean because the public would have doibts that 
they could finance it? 
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1458 A 


Q Was that the reason you put the 300,000 share 
limitation ii* there, because the public would doubt that 
Chris-Crrft could buy 500,000 or 600,000? 

A No, We did not want, however. Piper to emphasize 
the feet that the financing for the shares beyond 300,000 

9 

had not yet been arranged — to emphasize that successfully, 
becuuse we kac v ve could arrange it, but we didn't have it 
at that ti»ie, 

Q Co it was to deprive the potential opposition of 
an a*gui*"::t that you set the figure of 300,000? s 

A i’hat was a minor reason —• not to deprive them, 
but to reduce the efficacy of that argument, which was, in 
my opinion, not a good argument, 

Q Vow were deliberately; obscuring your, real intent? 

A When you say with a view to control, everyone know 
whet you mean. We were not obscuring our original intent. 

We wanted to also leave oursexves — 


for? 


Q You wanted an option, and that is what you asked 


A No, We wanted to avoid being accused if we sold 


of having had that intent in mind all the time, because 

we had had the experience in a previous tender offer where 

/ 

we wore unsuccessful ultimately and we did sell. 
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Q Was there anything that prevented your going 
to Mr. Eenra'i •. two weeks earlier than you did and making 
the same arrangements he testified to you made on the 30th 
and 31st? 

A You are referring to Mr. Burnham, not Berman? 

Q Burnham , yes, I am sorry. 

A Three weeks earlier? 

Q Sufficiently earlier so that you could have had 

i 

your financing? 

A I did have my financing. 

. i • 

0 If you had your financing* then why would the 
public vouch your credibility — 

A There was something that prevented me from going 
to Mr. Burnham before the 22nd, and that was that we had not 
Jecided to do this before the 22nd. This was a last-minute 
decision and the annual meeting was coming up and we didn't 
have the time to see Mr. Burnham and arrange for that. Xt 
happened between the evening of the 21ot and the morning of 
the 22nd, and vie were awfully busy duri? lat period, 
believe me. 

So that we could net have seen Mr. Burnham prior 
to that time. 

Q There is no point in arguing that point further, 
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but in theory on your reaaoning and your discussions on 
the 22nd, isn't it true that the more the likelihood of 
a pro rata allocation the less attractive the tender offer? 

A’ Yes, 

Q Isn’t it just mathematically obvious that there 
is a greater chance that you will have the right to force 
a pro rata allocation upon people if that figure is 300,000 
their* you would have if it was 600,000? 
j A There is that argument. 

0 No question of argument, it Is a truism, isn't it? 

! A Will you repeat the quest on? 

Q The chances of Chris—Craft having the opportunity 

% 

to force a pro rata allocation on the tendering stockholders 
is greater when that figure i3 lower arid it is less when 
the figura i3 higher? 

r 

A Ho. There is a bandwagon effect. When I say 
that is an arcaiman t, it is not a truism — there is a contrary 
argument. There is a bandwagon effect too* 
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Q What you ara saying, I take it, is that the 
stockholders act emotionally rather than logically. 

Is that what youwere relying upon? 

A No. 

Q What do you mean by the bandwagon effect? It 
wouldn't change the legal conditions, would it? 

THE COLRa : I don't think you should pursue 

this line. It js just — 

;?n. A RUING: I will withdraw the question, your 

licncr. 

G Cid you consider, on the 22nd, tha 23rd or even 
the following Monday, going to Mr. Burnham and arranging 
that financing and then amending the cash tender offer? 

A On the 22nd? 

Q Any time in the first few days, when the cash 
tender offer first staited. 

n 1 thought about seeing .Mr. Burnham sometime shortly 
before I saw him. I don't really recall how much be¬ 
fore. it might have been a week. 

Q Bid he ever — 

A A few days. 

Q Did you ever give consideration to amending the 
tender offer, to taking the step that would involve 
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arranging the financing and amending the tender offer? 

A A3 I recall, the price of piper stock was up. 

X don't — I don't think it occurred to me until — that 
I was really 3ure we were going to get those additional 
shares in until the Grumman announcement, and that was on 
the 29th. . 

It was that four-point drop in the stock that 
really precipitated my seeing Mr. Burnham at that point 
tine, and that was a3.mo.st — the tender offer expired 
on the following Monday, which was when he confirmed the 
Funds' availability. 

Q When you wore considering on the 22nd with 
colJeagies in conference fixing that 300,000-share figure, 
was any consideration given to perhaps amending it, since 
there was no time to do everything that you wanted to do 
right than? 

A Amending it in what respect? 

Q The 3ame respect that we are ju 3 t talking about, 
hero: of increasing that 300,00Q-3hare figure. 

A Was any consideration given to amending it at the 
time we made it? 

^ Y es. 

Did anyone say, "Well, wo can always amend it 
and increase it"? 
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0 But than you didn't do anythin*, about it until 

following the drop in the price, the following week, a 
week later? 

A We never did amend. 

0 But you did take the step? i am talking about 

both Loeb, Rhoades and Burnham. 

* :1a COUi ' 3 alwa * a “"ond — it wasn't stated 

necessarily - r don't recall saying lt i„ connection with 

il ? financing. 

I remember saying it. i remember those exact 
words. Apparently you have worked on these, too. 

Q You just said that it was a different principle. 
A That was something X said to almost everything 
that was in there. „ e can always amend. I would lave 

“ W lt t0 the nUmLer ° f aha «». and X might have said it 
the financing. 



24 

25 


I don’t really recall. 


H». Mining : 


Honor. 


I have no further questions, your 


V IE C0URT: Any further cross? 

HR. PENNGYER: Just one question. 
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CROSS EXAMINATION 


BY MR. PENNOYSR (CONTINUED)* 


Q Mr. Gordon, in tha copy of the offer filed with 


the SEC, which is Defendant's Exhibit E in evidence, I am 


purpose in buying Piper shares 


"Chris-Craft is purchasing the Piper shares 
foe investment with a view to control of Piper 
but does not presently have any specific plan 
c-v proposal to liquidate Piper or to acquire 


Now, sir, if it was your intention to take 


620,000 shires if tendered, would that be a specific plan 


to acquire control 


A It would be — it wouldn't be a specific plan 
if you don'i have the financing arranged for at that time 


Q Would it be a specific proposal to acquire control 


A It vjeuid be a part of the 


of what I considered 


view to control, which is disclosed in this very 


utnent 


ou didn't read the whole oonteune here, and 


tclkG about specific plan or proposal to 
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liquidate lipeir or to control, or to actjuirs control of 
Piper, soli its and then there is a comma there, not 
a period, as you read it, and I had said: 

t 

"... sell its assets or merge with any 
other companies or make any other major change in 
its business or corporate structure." 

When somebody wants to know about how many shares 
you art buying, with a view to control, I think it gives 
then a full picture of. what our concepts and plans were 
tht.a, aad to pi.il one phrase out of context now and ask 
me its meaning I don‘t think is fair. 

II 1 *. n EHl,'3YER: Mo further questions, your 

aero::. 

REDIRECT 
BY HR. LIHAH: 

Q Ur. Gordon, when you made that tender offer, 
r° u understood that you were not co>umitting Chris-Craft 
to take 620,000 shares, i3 that correct? 

A Tl*at is correct. 

Q And when you charged — you wore shown a 3 a 
defendant exhibit hero a draft of a 13-0 which had as its 
statement that you were seeking control, and then you 

have the :inal one, which uses these words: "with a view 

to control." 
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A Right. 


Q Will you tall me how that change came about? 

A Well, the first draft was done by Cravath, and * 
they hadn't been told the number of shares that we were 
going for then. 

X don't know what they assumed. They could have 
assumed that 620 was going in there. But at any rate 
X didn't ask them wnat they assjmed. 


And v'hen it came up to me, I suggested the 


change. 


Q Wall, Mr. Gordon, if X show you Defendant's 
Exhibit i), when this was prepared by Cravath, did it have 
the numbers in it? 

A Mo, it did not. 

Q And was the change in the language in the draft 
which said: 

"Cbid 3-Craft intends through this offer to acquire 
control of Piper" to the language in the final tender 
of::'or occasioned by the — 

A Yes. 

Q — inclusion of the number 300,000 shares? 

A That's right. 

Q Why? 


A Because if you intend to get control, you could 


SOUTHERN wsr»»cr COURT REPORTERS 
United State* Court house 

fx LEY .SQUARE, N.V., MY. '.COUP TELEPHONE: CORTLAND W580 








1467 A 




Pj"7 Gordon-redirect 

b* deemed to committing yourself to acquire a majority 
of the stock , and Z didn 1 1 want to give that impression 
because we were not in fact committing ourselves. 

Q And the fact is that as cf the time you published 
this offer, you were not prepared to aa’e & binding commit¬ 


ment to buy 620,000 shares? 

A You can't make the binding commitment until you 
have arranged for the funds. 


Q how. Hr. Arninj I believe read to you from your 


testimony in Pennsylvania by Hr. Wickenhaver, a question 
and an answer, your answer ending with: 

r we'.ere concerned about that." 

I will a3k you whether you were asked, immediately 
following the ansv/or which Hr. Arnirwj read, the following 


question and gave the following answer: 

"Q Wny were you concerned about that? 


"A Me didn't have much money." 

A Yes. 

Q And what did you do as a result of that concern? 
A We arranged for the money. 

0. I'.cw yesterday you were questioned by Mr.Ryan 
concerning this Exhibit T for identification with respect 
to this handwritten exhibit. 

Hav«s you, over the recess, made some efforts 


S0U T HERN DISTRICT COURT RCPOR7ERS 
ixrreo States court House 

FOUfcr SOUMte, fiV., NY. J0007 TELEPHONE: CORTLAND 7-4500 






pj-8 Gordon-redirect 

to identify this further and to interpret it? 1468ft 

A Yes, I have. 

Q And can you tell the Court what you have done pM 
whether you are in a position to tell the Court what this 

* • t 

document is, who prepared it, when and why? 

A Yes, Z am. 

Q Okay. 

A I reflected — I studied it, I thought about it, 

Z called Winslow Maxwell and talked to him about it. 

He did not have a copy of this in front of him, 
and I jui v . was able to get him before court, but he recalls 
this document. 

Q Now what is it and what does it mean? 

A It's a calculation of the interest coverage 
restriction and the other investment limitation in the 
five and three quarter note agreement of Chris-Craft 
Industries, and the top part shows how much is available 
for interest clause ■*“ and that would be earnings avail** 
able. 

It was an interest coverage with a special test. 

I forget the exact details of it, but you add back taxes, 
a nd so on. 

THE COURT: Will you give some indication of 

the approximate time or date that \ -.this — 
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WITNESS: Yea, '.’his was prepared during 


the period of our each tender offer, while it was out- 


standing, 


was prepared? 


COURT. Did he say at whose suggestion it 


WITNESS: Yes. Mine. 


COURT: Does that refresh your recollection 


that you were the one that caused it to he prepared? 


it did. 


HITPSSS: After X went over it with him, yes. 


BY MR. 


0 /?ouic - l' iu CTO on and tell the Court — 


A Y at;. 


Q — about the circumstances -- 


r;h ‘ amount at ^ to P shows what the interest — 


the in™*. available for the interest coverage. Then 


it shows the interest payable in total debt, which was 


th. tost, prescribed, and then it says, "Alrsady over- 
resiricticn," with an exclamation point. 


•* iay aU ' e; J y «»ar th* restriction is neither a „ 


— — aa^t* VUCi. 

e/tuit o t rau.\t nor Is it-, something eve:it of. default 

til i <->. 


with notice oc passage of time. 

‘i'hen it uay £/ “Amount available with ocher 


.-rJ thtin >.t shows that wa have a cushion of 


soi th' ,r \district odurt ? :K>.T;L f $ 
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815 million available under the other investment clause, 
and it says, 300,000 Chris-Craft Piper at 66,198. 

Then it says, "Therefore, you will reach 
restriction after next 227,000 shares of Piper." 

What that means is that with the other invest¬ 
ment clause, it restricted positions in other companies 
up to where we owned 50 per cent of the other company. 

If we had a majority of the other company, it did not 
restrict us* We were allowed to have majority positions, 
but we were restricted with respect to minority positions. 
And what I was trying to find out was, where did the 
restriction come into play between, say — this showed 
that tie restriction would come into play between 727,000 
shares and then 820, and so it would disappear, and so 
would that at 820,000 shares. 

If we were in that position, we would have a 

problem. 

Then it says, if we gat 15 million * subordinated 
deb, ar.c 1 everyone okays, we will be able to purchase 
100,000 shares at 68 over 300,000 test. 

That is in response to a question, if we get 
only 309,000 in the tender offer, and we improve the 
price by three dollars, how would that look, make those 
assumptions. 
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I always told him to malte assumptions, "Having 

those assumptions, how would the restriction come into 
play?" 

And what ha is telling me is that it would come 
into play — it wouldn't come into play — it would come 
into play at 150,000 shares rather than 227,000, because 
of the difference in price. 

Q Now whan did you ask him to prepare thip docu¬ 


ment? 


of it? 


On what occasion? Do you have any recollection 


A I used to csk him to make assumptions and prepare 
things for me, and I really — 

Q was it after — 

A I d:.dn't remember this document at all yester- 


0 Do you know if it was after the tender offer 
closed or before it closed? 

THE COURT: He juct got through saying it was 

within ten days of the tender offer. 

- A That's possible, that it was immediately after- 

C 3ut you don't 'know? 

A 7. don't know. 
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' * 

Q And as to this, Mr. Maxwell has told you on the 
telephone that without seeing it he remembers preparing 
such a document, and you think thi3 is his handwriting, is 
that correct? 

i 

A X still don't recognise his handwriting, but he 
remembers the document. * ,. 

Mil. RYAN: Excuse me, your Honor. 

I now renow my offer of Defendant's Exhibit T, 
your Honor. 

MR. LIMAN* No objection. 

THE COURT: Admitted. 

(Defendant'3 Exhibit T for identification 

« 

received in evidence,.) 

Q Yesterday at page 224 of the transcript Mr. 
Pennoycr read to you from an affidavit which was in the 
Grumman action. 


Do you recall v/hat the occa ion of the affidavit 


was? 


Yes. 


It was an antitrust action. 


Q What v/as the motion that your affidavit was 

f;’ omitted on? 

To refresh your recollection, if I told you you 

* 

iiwr-vj for a i>*n ; xsr/*ry injunction there — 
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A Ye3. 'V •. 

Q Now Mr. Pennoyer read to you from the affidavit 
aa follows. This is at 224: 

"Grumman competes with Piper in the production 
and sale of general civil aviation aircraft, 
atagricultural aircraft, military aircraft and 
component parts for general aviation and military 
aircraft." 

Would you look at your affidavit and tell me 
whether — referring to that paragraph — there is something 
that follows the words that I have just read? 

A “The military planes and parts (Exhibit A, ■ . - .. 

' • ’ «■ •. 

page 7).* 

Q Now what does Exnibit A, p.\ge 7, refer to? 

A The Piper annual report. 

Q And what was page 7? Was tha\ the table that 
we referred to yesterday? 

A Yes. Military aircraft — military, it said. 


SOUTHERN DISTRICT COURT REPORTERS 
United St/.tei Court House 

FolCT Square. N.Y., N.Y. JOT TetEPHCNE* 7w6® 








Tk 4 mob-1 Gordon-redirect . ^ -sq-i 

1 1474 A j91 

2 I Q Would you again look at that affidavit and Mr. 

3 | ?enn °yer, do you remember him asking you at Page 227, the 

4 | following questions 

3 | Did y°« say in the same affidavit submitted 

6 Federal Court in Brooklyn, 'Piper manufactures aircraft 

7 for the same purpose, including the 18-passenger Pocono.*■ 

8 “A Yes." 

9 J Q Qo you see that reference to that in this affidavit 

A Ye3. 

t •* 

Q Would you read the full sentence from the affidavi 

12 I as you submitted it? 

13 Ti "?iper manufactures aircraft for the same purpose 

U I including the 18-oaaeenger Pocono, (Exhibit A, Pages 4 and 5). 

*5 J Q Would you tell the Court what Exhibit A, Pages 4 

16 | <nd 5 are? 

A That is the annual report, I think it was — I 
18 a think it was the annual report. I am not sure. This is 
v 19 B notmarked, ft. Liman. 

— ji Q Yes, it is, 

31 1 A oh, yes. It was the annual report. 

22 J 0 r: ’ lat the portion on Pages 4 and 5 you were 

23 r*jir."rinc to in making the statement that it was manufacturing 
2* the Pocono? 

25 A It eay3 "Lazgest aircraft ever built by Piper, the 
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18-paceenger Pocono, Look off for the first time in May at 
Vero Beach, specifically designed to capture a large share 
of the rapidly growing and third-level commuter air service 
market," and there was a big picture of the Pocono stretch¬ 
ing over the two pages, 

Q Over to Page 5? 

A Yes. 

Q *ou testified at Page 250 that you never asked you 
inst tutional lenders for waivers — when I say your insti¬ 
tutional lenders, I think we also call them note holders 
here — for waivers to borrow in excess of $15 million short 
term. Can you tell the Court why i n connection with your 
discussions with Ducnhaia & Company you didn't ask your note 
holders for waivers? 

A X am not sure that I needed waivers at that point, 

but if I h-d — 

O When you say you are not sure, if you had borrowed 
that money would you have needed waivers? 

A Yes — wall, it depends on the exact positioning we 

were in, 

Q Eri you gotten 51 per cent, would you have 
t s o waiters, of. Piper? 

A I an not sura I would have. 
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aro you referring to? 

A The tender offer. 

Q What about the tender offer? 

A I am referring to the provisions of the tender 

offer* 

Q Are you saying that under the tender offer you 
could have extended — 

A We could have extended until March 25 and the 
shareholders would have had the right to withdraw only after 
March 25, if we had not closed it by then. 

C So that during that period you had up to March 
25 to get your financing, are you saying? 

A '* Yes, 

Q And that during that period people who had tendered 
up to February 3, could not withdraw? 

4 

A That is correct? 

Q 13 that the term3 of the tender offer? 

A Yes. 

Q There was testimony at Page 253 about your meeting 
with Mr. Loeb and Hr. Erpf on January 30. 

A Yes, sir. 

Q What was the purpose of the meeting and what 
happened? 

P The meeting was to discuss raising additional funds 
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to buy excess shares that might be tendered over the 300,000, 

and they indicated that the money would be available, and 

• ■ . I 

Z than suggested that Z go to Mr* Burnham because Z felt 

I 

that he could move faster, which Z did. 

THE COURTS Did you tell Mr, Burnham that you had 
discussed getting the money from your traditional bankers 
when you went to see him? 

THE WITNESS : Wo. - 

Q Had you had a relationship with Mr. Burnham before, 
Mr. Gordon? 

A Yes, I had. 

0 What was that relationship? 

A At Marshall Bratter, that was one of my major re¬ 
sponsibilities, was the representation of Burnhamt Company. 

The firm,had a tie-line to Burnham & Company and I was on 
the phone constantly, was there constantly. X knew them 
very, very veil. 

Q Had you ever made any efforts to recommend Burnham 

**. •* / 

& Company as the investment banker of Chris-Craft? / 

A Yes, I had, 

0 You had no prior relationship with Loeb, Rhoades, 

* 4 

is that fair to say, before they became underwriters of 
Chri "!-Craf t? 

A Yes. 
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THE COURT* Are you suggesting by these responses 
that Loeb, Rhoades was sticky about coming up with any 
money for you? 

THE WITNESS: They were not sticky, sir, they 
were not speedy. They definitely were not sticky. Z think 
X said that they said that the money would be available. 

THE COURT: On what conditions? 

THE WITNESS: They didn't discuss conditions with 

me. 

THE COURT: How did you gather the inference that 
they wouldn't move with the celerity that you had in mind? 

THE WITNESS * Because we didn't discuss details. 

THE COURT: I don't understand why you have a 

discussion with bankers who give you the green light and 
you go off to another banker. What is the explanation of 
that? 

THE WITNESS: I only felt we had a yellow light, 

your Honor. 

THE COURT: What was it that they said that 
indicated any reluctance, diffidence, or dragging feet? 

THE WITNESS: I don't want to characterise Loeb, 

Rhoades as being reluctant, diffident or footdragging. X 
felt Burnham could move faster, your Honor. 

THE COURT: Why did you go to Loeb, Rhoades in 
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2 

the first place? 

■ 

3 

THE WITNESS« Because they were our bankers. 

■ 

■ 

4 

BY MB. LIMAN: 

• 

. 

5 

t Q At Page 256 and Page 257, you were questioned by 


6 

Mr. Ryan to the point at which you reached the conclusion 

i • • / 


7 

that you could not liquidate your position without a loss. 

; * i 

• 

8 

and you were asked these questions and gave these answersi 

•• 

■ 

V- > 

9 

• • •» 

"0 What occurred in July that brought you to 

; 

to 

that conclusion? 

• a • 


11 

. 1 * * 

“A In May Bangor Punta had contracted to 


12 

acquire the ?iper shares, it purchased other shares on the 


13 

open market and was no in the process of making — was then 

. 

14 

in the process of making an exchange offer. 


15 

n Q Are you saying that you concluded then 


16 

that Chris-Craft could not liquidate without loss because 

• 

17 

Bangor was then trying toget and competing with you for 


18 

control? 


19 

"A They seemed to be succeeding, at that point. 

m 

20 

) 

Do you remember giving those answers to those 


21 

j 

questions? 

• 

22 

A Yes. 

9 

23 

Q What was it that brought you to the conclusion 

. 

24 

that if they seemed to be succeeding that you could not 

■ 

2S 

liquidate your position without a loss, whereas before you 
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2 testified that you thought you could or might be able to? 

3 I A Well, if they were successful in acquiring 

4 ^ P 0 * cent we felt that they would be our only customer to 

5 sell the stock and we went to them before their ^ 

6 offer expired and asked •• them if they would extend their 

7 exchange offer if we would — that we would tender our shares 

8 we suggested to them we would tender our shares in their 

9 exchange offer if they would extend their exchange offer to 
19 take us peat that 3ix~month period. 


'ou never offered to tender your shares, did you. 


12 I Mr. C'rdon? 


13 I A Wo11, vg — no — without more, no. But we asked 

14 & them if they would extend their exchange offer so that we 

15 I could tender our shares. 

16 J ' niE COUItt. 1 : Will you read back the questions that 

17 j started this and the answers, please? 

18 | (Record read.) 

• 9 Q Was Bangor Punta's exchange offer closed before 

20 you had your 3ix months on the tender offer? 

21 A Yes, it was. 

22 Q You have heard the date August 7th as the date 

23 or. their annual meeting. Had they extended their exchange 
M effer to afuer their shareholders approved their exchange 

25 offer on August 7th., would you have been past your six** 
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month period on your tender offer? 

A Yes. 

THE COURT: What was the date that you gave your 
proposal or suggestion to Bangor Punta about their extending t]|v 
offer? 

THE WITNESS: July 29. 

THE COURT: And v/hat was their response? 

THE WITNESS * Well., Mr. Flick said that was a very 
interesting proposal — we also wanted an underwriting to get 
us cut of these securities. We would have a big block then 
of their securities. Mr. Flick said, "That is a very 
interesting proposal," and we learned of his response — 
we were waiting for him to gee back to us and wo learned 
of hifi response when we learned that they closed their tender 
offer without extending it. 

Wo were very surprised. 

Q You remember Mr. Pennoyer asking you whether it 
was Davo Wallace who shelved the Pocono project. Do you 
rerr.e:nber hie questions to that effect? 

A Yes. 

Q Do you know to this day who made the decision 
to shelve the Pocono? 

A No. 
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Q Did you in any way participate in that decision? 

- * •. 

A No. I learned about it. 

Q Wore you consulted about that decision? 

A No. 

Q What I am getting at, this isn’t a case where as 
a director you voted to close a project just to sue on it, 
is it? 

A No. 

Q The plant that was built for the Pocono, ia that 

being used now, so far as you know? 

A So far as I know, it is still idle. 

Q You said that you were shocked, in answer to some 
questions by - I think, Mr. Ryan —■ this morning, about 
the fact that Piper lost money in the fiscal year ended 
September 30,1970. 

A Yea. 

Q Did you get reports from Piper regularly during 

that fiscal ye nr? 

A Yea. 

Q An a director of Piper? 

A Yen. 

Q Mow frequently did you get them? 

A 3* believe I was getting monthly reports. 

Q Up to the la3t months of the year, did it show 
a profit b^ing earnad by Piper? 
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TFE COURT: What did you suggest to Mr. Salgo in 
November or December of ’69? 

THE WITNESS: I suggested that he declare the 
regular quarterly dividend, that the history of the company 
indicated that it did not suspend its quarterly dividends 
when its earnings varied — fluctuated in the way they were 
fluctuating at that point in time. 

r iW COURT: What was the fluctuation at that time? 

THE WITNESS: I think they were dr a wn somewhat, 
but :«r were cert:-inly no': in the red. 

THE COURT: What dividend did you suggest they 

declare? , 

THE WITNESS: Regular quarterly dividend. 

TFE COURT: In other words, you didn't feel that 
the operations at that time were such as to take a pessimistic 
view of the dividend? is that right? 

'Ci-'E WITNESS: Not at that time; right. 

THE COURT: This was after you learned all about 
the Cor.:reive and its terrible losses and various other 
things that were connected with the matters you testified to? 
.i.- that right? 

WITNESS* That's right. We discujsec. Twin 
Comanche at noire length and its effect on that ooir.t. 

TIE COURT: So that on a global basi 3 , ycu didn't 


f 
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think that Comanche meant very much to the general scheme 
of operating Piper, did you? 

THE WITNESS: Not at all. It was a problem of 
such magnitude that if — that if itneant the kind of 
retrofit that we were worrying about, then it wouldn't 
make any difference on the 35-cent dividend, and if it was 
smaller, then — it was just like a Sword of Damocles. 

There wa3 really no way to determine the impact of that. 

You certainly couldn't determine it in terms of 35 cents 
timog 1,600,000 shares, v/hich is a small amount of money, 

THE COURT: But the word that would go out to the 
stockholders was that business was as usual, and there was 
nothing extraocd.inary that you as a director were worried 
about; isn’t that so? 

TH55 WITNESS: Your Honor, I asked that the facts 
about tha Twin Comanche be disclosed, not only to the share* 
holders but to the 3tudent pilots who were flying this air¬ 
plane. 


23 

2 ? 

22 



THE COURT: Wasn’t there something inconsistent 

in that pressure on your part and going to Mr. Salgo and 

saying, "Let's have tha dividend as usual"? 

iHE WITNESS: Our discussions — my discussion 
with Mr. Salgo w&3 right around that point: whether it 

was inconsistent or not. I argued that it wasn't i.'icon— 
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sis tent, because of the difference in magnitude of the two 
problems. 

# 

THE COURT: What was the situation of Chris- 

Craft — 

THE WITNESS: I also — 

THE COURT: — as far as its cash reserves were 
concerned at the time that you were pressing for this 35- 
cent dividend? 

THE WITNESS: I would have to look at bur financial 

position. 

THE COURT: Wa3 the 35-cent dividend a significant 
amount on your cash position, considering the number of 
shares that you owned in November and December of '69? 

THE WITNESS: I would think so. 

Q There is no doubt, Mr. Gordon, that you could use 
that money; is that right? 

A Wo question — no question about it. 

Q And if you multiplied it by the full year, that 
meant lot to Chris-Craft? 
ft Yea. 

THE COURT: What did Mr. Salgo say to you about 
the dividend when you pressed him for it? 

THE WITNESS: He was against paying it. 

THE COURT: Did he give you h* - reasons? 
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THE WITNESS: Yes. 

THE COURT: What were they? 

THE WITNESS: He was afraid of the Twin Comanche, 
the sise of the reserve. He said that he certainly would 
be against paying any dividend until the Twin Comanche problen 
well, he said he would be against paying any dividend while 

the Twin Comanche problem was unresolved. He meant un- 

*» * 

resolved by setting up a reserve, I think. 

THE COURT: All right. 

Q After the reserve for the Twin Comanche was fixed 
at, I think, a quarter of a million dollars, did Piper 
declare a dividend? 

A No. 

Q Do you remember that at the meeting of the board 

of directors of Piper on November 6, 1969, Mr. Salgo stated — 

and this; is from the minutes kept by Kr. Flick — Mr. Salgo 

stated that, "In view of the financial questions still under 

consideration, he would recommend that the board of directors 

not act on the payment of the quarterly dividend until the 

next meeting of the board, to be held not later than December j 

4, 1969. The members of the board unanimously agreed and 

adopted Mr. Salgo's recommendation." 

Do you remember that? 

A Yea. I agreed to it at that point in time. 
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I was incorrect in saying that Icpposed it, 

Q And what were the financial questions under con¬ 
sideration, Mr. Gordon? 

A The Twin Comanche reserve. 

Q Now, when the board met next, did it declare the 
dividend? 

A No. 

Q Ar.d it has never declared a dividend since that 

date? 

A No. It was after the reserve had been set up, 

I believe, that I argued for a dividend. 

Q How, was there anything in the Piper reports that 

you read or in any of the discussions that you had as a 

• • 

director that ever indicated to you that the payment of a 
dividend was contingent upon the success of the Pocono? 

A No. 

Q When was the Pocono expense written off? Were 
you told? 

A Yes. I believe it was written off in 1S69. 

0 And ih 1959, Piper still showed a profit? 

A Or September — no. Wait a moment. I might be 

off a year on this. September was when they told me — was 
it September? — January, February — Yes. It was written 

off in IS59. 
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Q The::e was a finding, am admitted finding on it, 
that Z shall read. This is No. 204. 

"The Pocono project was formally abandoned by 
Piper.during August of 1969, at the request of 
Bangor Punta. The Lakeland plant, 95 per cent com¬ 
pleted by September 30,1969, had remained idle. 

In the period 1965-1969, Piper incurred developmental 


orcpenses related to the Pocono of 


dollars" 


the figure was to be furnished, I believe — "and 
wa were currently charged in the years incurred. 

In addition, a reserve was sot up to cover potential 
cumulative charges." 

So that the write-off was all by the end of the 
fiscal 1S69 year? 

A Yes. 

Q And in that year, Piper showed a profit? 

A Yes. 

Q And has anybody ever advanced to you, as a reason 
for not paying dividends in 1970 their expensescn the Pooono 
being written off in '70? 


MR. LIMAN: May I have the small book with Findings 
218 ani 220? 

Q Mr. Pennoyer showed you Findings 218 and 220, 
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2 

which relate to NASA, and I think a CAB report on the Twin 


3 

Comanche. Would you look at those findings? 


4 

A Yes. 


5 

Q You testi-ied that these were public documents; 


6 

is that correct? 


7 

A What was the second one? 218 and — 


8 

Q 220. 


9 

A 220. Yes; I did testify that. 


!U 

Q Can you tell mo whether these reports mentioned 


n 

the Twin Comanche by name? 


12 

A 1 be Have they do not mention the Twin Ccmanche by 


13 

name. 


14 

Q And did you either have the code in the case of 


15 

the one that was coded or the expertise in the one that just 


16 

didn't mention any names to tell that that was the Twin 


17 

Comanche? 


13 

A No. 


19 

Q You never looked at it, anyway; am I correct? 


23 

A That'3 correct. 


21 

Q Nov;, Mr. Ryan asked you about whether you had 


22 

questions about a default at some point or whether you were 


23 

j in default in your institutional loans, your notes. I 


2« 

would l-k e to know whether or not there is a provision under 

I 


25 

1 

those lorn agreements for notice of default. 
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1 2 

A 

Yes. 

1 3 

Q 

Have you ever received a notice of default from 

1 4 

your noteholders? 

1 5 1 

A 

No. 

1 6 i 

Q 

Those notes are still outstanding? 

1 7 1 

A 

Yes. 

I 8 | 

Q 

Do you from time to time negotiate waivers? 

I 9 1 

A 

Yes. 

1 10 

Q 

At page 307 you were asked by Mr. Ryan: 

i n 


n .0o you recall, in November, 1968, that your 

w 12 

senior notes ware amended? 

1 13 

"A 

Ye3. 

1 M 

"Q 

What was the reason for the amendments? 

1 15 

"A 

To increase our borrowing power." 

1 14 


Did you negotiate that amendment? 

1 

A 

Yes; I did. 

1 18 ’ 

• Q 

Did it have anything to do with purchasing Piper 

B 19 

stock? Did you ask for it in order to purchase Piper stock? 

1 30 

1 A 

No. It was — it was asked for to increase our 

1 21 

borrowing 

power to an amount that was deemed appropriate 

3 23 

under the 

ci 'cumstances, and there was no specific purpose. 

1 33 

Q 

What were — 

1 34 

A 

— at that time. 

E 25 
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Q What were the circumstances? 

A We were borrowing $26,000,000 in convertible 
debentures, to be used for acquisitions of other companies, 
and we wanted to open up our bank lines to an amount ap¬ 
propriate to that size investment, so that we could use that 
money in acquisitions. 

Q Were you borrowing the money for the purpose of 
purchasing Piper? 

A No. We did not have any intention or plan at 
that time to purchase Piper. 

Q Now, at page 326, I think Mr. Ryan or Mr. Pennoyer 
quoted to you from your testimony in Pennsylvania concerning 
the first purchase of Piper, and you then said: 

"Basically, we thought it would be a good 

investment, and we would make it with a view to 

possible control." 

And then, later on, you answered: 

"All of our purchases were bought with that view, 

yes." 

Nov;, Mr. Gordon, you had Warner Bros. 3tock at the 
tine you bought Piper? 

A Yes. 

Q And you had M-G-M stock? 

A Yes. 
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Q And you had Harley-D&vidson stock? 1494 A 

A Yea. 

Q What do you mean when you say all of you? purchase: 
are made with that view? 

A Well, we didn't make investments — we wore 
aot an investment company — we didn't make investments in 
securities that were not posaible partners or acquisitions 
for Chris-Craft. In all of the three instances youmentioned 

we did either have or try to have negotiations or we con¬ 
sidered the possibility of acquisition, but — 

Q Did you ever make any decisions to seek control 
of Warner or MGM? 

A No. 

Q And you sold your block of Harley-Davidson? 

A Yes. 

Q And that v/as after another company had come into 
the picture? 

A Yes. 

Q It is nc socret you sold it to Langor-Punta? 

Isn't that the fact? 

A That is the fact. 

Q You said at Page 338, in answer tothe following 
question — I will read it to you* This is by Mr. Ryan* 
ihe fact cf the matter is, Mr. Gordon, where was Chris—Craft 
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going to get the C8 billon or $10 rflli^n that was necessary 
to buy sufficient shares at the end of its exchange offer 
to get the necessary 50 per cent?" E* is talking about in 
August, when yeus exchange offer closed. 

"A Is that a question? 

°Q Yfcs, 

"A If it was possible fer us to get the 50 par cent, 

wr; could hr vs gotten the financing. There is no doubt what¬ 
soever i.i r..y mind about it." 

First, your answer said "If ue could hav , 2 gotten 
the uO par cant." Can you tell the Court why you atoach 
ouch significance to that, "If we could have gotten ;he 5" 
per cent ,* why did you qualify your answer? 

A A*ell, we wouldn’t have been able to get financing 
to buy 47 or 43 per cent because we would have been in an 
unsalable minority position. Ncljody would have financed 
us unless it were for 51 per cent. 

0 What I era getting at is that there has been ter.ti- 

monj abcuc the fact that Piper’s performance has deteriorated, 

you have had cor derations with other potential buyers 

who have expressed views of the value of Piper, that it is 

under whit Bangor paid, *hat youpaid; what is really the 
differences bet ./eon having 42 per cent and 50 per cent. 

bin, PENNOYERt Objection. 
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MR. RYAN: Objection, your Honor. 

THE COURTS Sustained. 

Q Is it your testimony that you would have been 
in a better position if you had 50 per cent than 42 per cent 
even though Piper has lost money? 

MR. PENNOYER* Objection. 

MR. RYAN: Same objection. 

THE COURT: Por whet purpose? 

Q For the purpose of raising money or getting out? 

TH:2 COURT: Why don't you come right out? Can 
you raise money on a control petition that you can not raise 
on a minority position? 

THE WITNESS* Yes. 

THE COURT: Isn't that self-evident? 

THE WITNESS* Ye3. 

THE COURT: It would have been a gamble to try 
end raise money against the uncertainty of getting that re¬ 
maining $ per cent. 

THE WITNESS* Yes, your Honor. 

TH3 COURT: And that gamble nobody would finance? 

THE WITNESSi Yes, ycur Honor. 

THE COURT: So you wouldn't have been able to get 
the $10 million if you didn't htve it? 

THE WITNESS: Not for a gamble, your Honor. 
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MR. LIMAN: Your Honor, I asked for the report 
which at 281 was shown to Mr. Gordon, and Mr. Gordon pointed 
to a paragraph in it. We can’t locate it at the moment, but 
I would like to read into the record the paragraph he was 
ra, " tln9 to when u is “ 

Q I hand you the report, on Page 281 in answer to a 
line of questions by V X . Pennoyer, which begai; with: "I want 
to simply ask you, did he nin any of those recommendations 
represent a certain sort of retrofit to the PA-30's?* x 
thiniv Mr. F-nnoyar said did he recommend a certain sort 
of retrofit to the PA-30’ S , and perhaps we can make that 
change in the record, and you answered, after several ques¬ 
tions, Conclusion 5 — would you read that into the record? 

A "Modifications to existing aircraft to improve 

the stalling characteristics are considered necessary to 
provide a satisfactory level of safety. 15 

C? Did he ever recommend any particular type of 


retrofit? 


No, he did not. 


for Piper? 


Q Did he ever say or undertake to dasign a retrofit 


No, he did not. 

MR. LIMAN: No further questions. 
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MR. RYAN: I have a few questions, your Honor. 


FECROSS-EXAMINATION 


BY MR. RYAN: 


Q Mr. Gordon, you testified on redirect examination 
by Mr. Liman concerning Defendant’s Exhibit T for identifica- 
S | tion and you related a telephone conversation that you had 

9 | with Mr. Maxwell. 

10 8 A Yes. 

ji & q in ohe course of that telephone conversation was 

12 i tht.. a any discussion by Mr. Maxwell concerning the item 

i T 

13 appearing on Defendant’s Exhibit '/H t "Cushion, $15 million."? 

14 A Yes. 

*5 q What did he explain as to what he meant by that. 

•6 notation? 

17 I i\ That was the dollar amount of other investments 

18 P that we had at that time. That was our cushion. 

Q That you had at that time or that you could invest. 

at that time? 

2 , | A Kc didn’t hove this document in front of him. I 

i 

22 j did. We '.-are talking on the phorts, just before I came in. 

I 

j That was ’69 was the first time I could gsfc him. 

24 Q It was your understanding the term "cushion" meant 

25 ! th~ amount of money Chris-Craft had in other investments 
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1' 1 

n»~ — . 

^ A ^ A 

2 

a 

at the trine > 


1 

3 

A The item X think spea'cs for itself. It shows a 


4 

total of $33 million and then it shows "other investment 

— 

5 

now, 18," It says "cushion, 15 r m which appeared to be a sub¬ 


6 

traction of 18 from 33. The 33 is the debentures of 25 


7 

and the other investments at 11-30-GG of $8,163,000. 


8 

1 

Q Icr.'t the* IS million the amount that was available 

. 


9 ij for Chri.e~C.Mft tha'r. it could invest in? Isn't that what 


•° t 

the cushion irx-artt? I3n’t that what Mr. Maxwell said? 


1 

I) 

A *03. 


12 

Q you. then testified that Mr. Maxwell indicated to 

| 

1 

13 

i 

1 you that you wouldn't get into a problem with the restriction 


I 

14 

j or. investments m other companies until you exceeded 500,000 


IS 

! sherds? Wa3 that your testimony? 


V, 

o LIMA*: I don't think that is his testimony. 


17 

A. i.fo t that if not iny testimony. 


13 

0 flu t did hr : 3ay? 


’9 

1 

T. dir t we would not have a problem except between 


20 i 

720 and 820, v*:s his ••.ecolleotion, 

l» 

j 



0 r)Mt was his recollection T- 


22 

! A Yes. 


23 

Q Well, Mr, Cordon, suppose I suggest to you that if 


24 

j ycu divide >6, which is the pries you paid rr intended to 

I 


75 

pay on yv.rr tender offer for the Piper shares, 65 plus 

i 



8 
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a dollar commission, if you divided that into 15 Billion you 
come up with 227,000 shares and would that suggest to you 
that perhaps the figrure was not 500,000 when Chria-Craft 
violated the investment, but you were going to be in default 
at 227,000 shares? 

A Mo, no, that is not it at all. you can tell from 
the last paragraph, "If we get 15 million debit,* — we are 
talking about an assumption of 15 millioa sore and the 227»s, 
as you say, 15 million divided by 66, but there was no — 
he — that is the assumption on which this paper war. worked 


out. 


Q Ml*. Gordon, under your senior notes did the 


$15 million you were going to get from the Philadelphia bank 
have anything v/hatsoever to do with your investments in 
subsidiaries? 

A This is not the 15 million we were going to get 
from th'' Philadelphia National Bank, Mr. Ryan. 

0 Mr. Gordon — 

A It refers to a $68 price. Now, the 15 million 
we got from the Philadelphia National Bank was at the $56 
price. 

Q You also testified in your examination that you 
thought that if you had obtained 51 per cent of Piper that 
you may not bo in ddfsult. under the teras of the senior notes?! 
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j A I said we would not be in default* 

Q Are you certain about that? 

A Yes. Under the other Investment clause, it 
doesn't apply, 

A Q In other words, the 51 per cent would be considered 

> to be a subsidiary under your senior notes? 

A For that purpose, yes. 
j Q You are certain? 


.0 

11 

12 

13 

14 

15 

16 

17 J 
13 
19 
» 

21 

22 

23 

24 I 

25 \ 


A Ye&. 

MR. RYAN: We are going to offer a copy of the senior 
note agreement in evidence, your Honor, and I think that 

speaks for itself. 

THE COURT: What is your contention on that 


score? 

MR. RYAN: As we read it, you have to own 100 per 
cent of a company in order to qualify as a subsidiary. The 
note; agreement was changed in November of 1968? 

T IE WITNESS: It was not changed in that respect 
ar>d that is just an inaccurate reading. 

TilE COURT: I know the rival contention and 

now I will road the paper. 


THE WITNESS: You might get lost in that. I 

often do, your Honor. 
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q Let’s get Sown — 

ti May I say one thing? There is a difference between 
the definition of consolidated subsidiary and subsidiary. 

The definition for the other investment clause is "Subsidiary. 1 
I cleared this and recleared it again this morning with 
counsel. That was who I was on the phone with when X came 

in. 

Q Lat us get to the next part, this conversation 
that you testified to that you had with Mr. Flick regarding 
the proposal by Chris-Craft to offer its Piper shares to 
Bangor Funho do you recall that testimony? 

A Yes. 

q Who had this conversation \/ith Mr, Flick? 

A I did, Mr. Liman was present. 

Q Wa 3 the conversation face-to-face or over the 
telephone? 

A Taca-to-face. 

Q Where did this conversation occur? 

A I don't recall just where it wa3. I may be able 
to find out. It might have beer, the Metropolitan Club. 

q vTas it at a luncheon, or something? 

A I don't recall which meeting it was. I remember 
tte 'eta bit I don't reroamber whether that was the luncheon 
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meeting or not. 


Q Who w&s present other then yourself, Mr. Liman 


and Mr. Flick? 


Mr. Wallace. 

Anybody else? 

I think you were present. 
I was present? 


I think so. 


Q And anybody el3e? 

A In fact, I am sure you were present — pretty sure 
you were present. I forget if there was anybody el3e there. 

Q The date was July 29? 

A Yes. 

Q You are certain of that? 

A Yes. 

Q Do you recall the time of day? 

A No. 2 think it was the afternoon, though. It 
might have been morning — I just don't recall. I have n 
notrtior to that effect somewhere. 

Q Could you give us to the best of your recollection 
exactly what you said at the meeting and exactly what any 
representative of Bangor Punta said at the meeting, to the 
best of your recollection? 

A Yea. I said that we would tender our stock or 
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wuM consider tendering — we were beginning a negotiation 

I here —* that we would consider tendering our stock to Bangor 
Punta in its tender offer — our Piper stock if they would 
extend their exchange offer to bring the past six-month period 

and that they would have to have some way to get us out of 

I " ■ *%'*■’• 

the security with an underwriting —' I think I suggested that 

maybe First Boston vrould help out on that — and we were told 

no. First Boston had already been approached to finance Bangor 

Punta and I think it was suggested that First Boston might not 

| be interested l^cause they had already turned down that 

other thine. 

I think we had rented a room for that meeting, 
as a matter of fact, at the Metropolitan Club. 

I 

Anyway, Mr. Flick said, "That is very interesting," 

ij i 

; ar.d I had the feeling that he thought of it before and 

t 

j I though; v/a were really onto something now, and they were goin 
to get back to us, think about it and get back to us on it. 

The; next we heard on that subject was that the 
tender c^fer veis closed, 

0 Die Mr. Wallace 3ay anything at this meeting concern 
! ing this subject? 

I 

I 

* 

A 1 believe he concurred with Mr. Flick that it was 
| very interesting and I am sure he said they would consider 

| 

j; and got bad: to us — he either said it or he concurred 
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\ > 

in Mr. Flick seeing, I don't recall. 

Q Do you recall whether anything else was said con¬ 
cerning this subject? 

A Yes,now I remember. Mr. Wallace said, "How can 

* 

we give you people an underwriting to get you out of your 
stock if we are not going to give other people the same under¬ 
writing?" 

C And what else was said by you or anybody else? 

A Then I said, "Perhaps that could be justified 
on the fact that we had a large block and required an under¬ 
writing." 

Q Was ar\ v hing said by anyone at the meeting concern¬ 
ing the exchange offer itself, about Bangor Punta's exchange 
offer? 

A I don't think so* 

Q Had you read a copy of the Bangor Punta prospectus 
of July 18 which contained the terms and conditions that 
related to the exchange offer? 

A Yea. 

Q Kan 2 you familiar v/ith that document? 

A Yea,, I was. 

Q Did you study it closely? 

A Yea, I had. 
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Q Did you study the terms and conditions of the 
otter closely? 

A Yes, X did. 

Q Do you recall reading the terms and conditions 
concemina t ie -sapi ration date pf the Bangor Punta exchange 
offer? 

A Yes. 

Q Do you recall what the expiration date was? 

A I think it was that very day. 

Q Do you recall whether there was anything in the 
language concerning the expiration date as to what had to 
be done in order to extend the exchange offer? 


MR. RYAN: I would like to now mark as Defendant’s 
Exhibit U for identification the copy of July 18,1969, Bangor 
Punta prospectus concerning the exchange offer, and offer 

it in evidence. 

THE COURT : Received. 

(Defendant's Bxhib it U received in evidence.) 

MR. LIMAN: It has been received as an SEC 
exhib it, your Honor. 

THE COURT: All right, then it is doubly received 
and has double weight. Go ahead. 


' % 
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Q Let me read from Page 6 of the prospectus under 
the heading "Expiration date," and see whether this refreshes 
your recollection as to what the terms and conditions concern** 
ing the exchange offer were: 

"Expiration date. The exchange offers will expire 
at 5:00 P.M. New York time on July 29, 1969, subject to the 
extension of either or both of them by Bangor Punta for a 
further period or periods terminable by Bangor Punta on not 
less than 24 hours* notice delivered to the exchange agent." 

Did you read that condition? 

A I must have then, 

Q Bangor Punta couldn’t have extended the exchange 
offer on July 29, could it? 

MR. LIMAN: Objection. I don't think that is 
a correct interpretation. 

(Document handed to the witness.) 

THE COURT: What does the witness think about it? 

THE WITNESS* I would have to read the document 


before I could — 


21 

22 

23 

24 


MR. RYANs That is Page 6, bottom paragraph. 
(Pause.) 

Q Do you recall reading that, Mr. Gordon? 

A Yes, The sentence that follows states, "Each such 
date as so extended is herein referred to as its expiration 
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date," and then there ie a proviso "Provided Bangor Punta 
•hall, not extend either of such dates beyond September 
30, 1969, unless the approval of the exchange offer by 

r 

its stockholders shall have been obtained." 

THE COURTi The simple question is whether on the 
date when the offer expired you could give 24 hours' notice 
of an extension? 

THE WITNESS: I think the question was whether 

they could extend the exchange offer. 

THE COURT: That's right. 

THE WITNESS: Yes, they could have, your Honor. 

MR. RYAN: No further questions. 

MR. LIMAN: May I show the document to your Honor - 

THE COURT: Wasn’t that your question? 

MR. RYAN; Yes, your Honor. 

No further questions. 

THE COURT: I will read the document and see what 
it says. Mr. Ryan says that on the date when the offer 
expired he no longer had 24 hours and he needed 24 hours 
for extension. 


says. 


Mr. Liman and Mr. Gordon say that is not what it 


THE WITNESS: That is not what I said, your Honor - 
MR. LYMAN: Could I read the language, your Honor? 
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2 

3 

4 
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6 
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8 

9 
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14 

15 
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17 

18 

19 

20 
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THE COURTt Please,let the witness tell 


me. 


•Unen.e. 

On July 29th thei r not having been any extension 
prior thereto, could there have been an extension of that 
Offer under the terras as contained on Page 6 of that exhibit? 

THE WITNESS} The language to me is not clear 

# # 

as to whether it is a 24-hour notice prior to 5:00 P„M. that 
is required or whether any 24-hour notice will do it, but 
I am going beyond that and stating this expiration date is 
also amendable and it may have given people the right to 
withdraw, but you might have assumed nobody would have with** 
drawn. The offer could have been extended whether or not 
this 24-hour notice is a technical requirement. 

THE COURT: That is what Mr. Ryan says he couldn't 
do and I understand the controversy. 


25 G 


li 


I 

! 
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ARNXNG: Just two fast questions, your 

Honor. 

RECROSS EXAMINATION 
BY MR. ARNINCJ: 

Q Bj July 29th. the six months had expired as to 
the 200,000 shares purchased prior to the beginning of 
the cash tender offer, isn't that correct? 

A Yes. 

Q As to those that you acquired, the 112,000 
she -eu on the exchange offer in August, I take it that 
you could have u. '•.bar v/ithdrav/n or you would have a vary 

small, if any,profit on those 112,000 shares, isn't that 
correct? 

What I am trying to get — 

A i didn't have the 112,000 shares at that point. 

Q That* a right. 

-ou woron' t compelled to have a 16—B problem on 

these? 

A No. 

0 So the 16-B problem related only to 300,000, 

approximately, out of the total number of shares you 
livid. 

A j. strike the "only.” Those shares. 
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That's all. 
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A (Continuing) The tax problem. 

TUE C0U3T: W e will receas now until two 

o'clock. 

la even-body through with this witness? 

MS. arming. ' A11 through . 

THE COHP.T.* you are excused. 

THE WITNESS! Thank you, your Honor. 

(Witness excused.) 

(Recess taken to 2.00 p.m.) 
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(Id open court) 

UR. LIMAN: I am sorry, your Honor. I neglected 
to cover one small matter with Hr. Gordon which I dis¬ 
cussed with Hr. Pennoyer. 


CHARLES LEONARD GORDON, 

recalled. 

DIRECT EXAMINATION 

BY HR. LIHAN (CONTINUED): 

Q Yesterday at page 276 of the transcript your 
attention was directed to finding 241, which is: 

"Certain minutes of the Piper board of 
directors with respect to an increase in insurance 
premiums." 

Mr. Pennoyer asked the following question and 
you gave the following answer: 

"Q And does the check that is quoted in finding 
241 refresh your recollection as to whether Mr. Piper 
on chat occasiontold you that the insurance premium 
increase was attributable to any particular product of 
Piper? 
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"A As a mattte of fact, he said it at an earlier 
meeting, I believe." 

Have you done anything to refresh your racollectior 
as to wnan and whet Hr. Piper said? 

A Yes, i have read the minutes, the correction on 
the minutes of the September 8th meeting, and I have thought 
about it. 

Q And the minutes of the September 8th meeting are 
tie minutes that Ilr. Pennoyer read to you in finding 241? 

£ Yes, and the meeting that I was referring to was 
this meeting, and it was the meeting discussing the settle¬ 
ment of the Cramer action. 

Mr. Cramer was the paraplegic who had been 

rendered this way in a TwinComar.che crash, and ti e minutes 
said: 

in response to a question from Mr. Gordon, 

Ptper advised that there was no question that 
the insurance premium of tie corporation would be 
affected by the loss experience of its insurance 
carr ^ er ' an( l that, in fact, he believed that the 

cost of settlement for claim.? against the cornora- 

tlon had exceeded the premium for every one of the 
previous eight years." 

Is that substantially what Mr. Piper said at that 
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A Yus. 

Q The minuter substantially reflect — 
A That's the substance of what he 3 aid. 
what I was referring to. 
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That' 8 


RECROSS EXAMINATION 
BY MR. PENNOYER: 

Q Mr. Gordon, the Cramer action to which you just 
referred was tried when? 

A It was triad at about — shortly before this 
time. It was settled then. 

Q What is the date of that minute thatyou have 
reference to? 

A September 8, 1970. 

It was tried and settled shortly before that. 

It was pending before that. 

Q It was settled on trial? 

A Yes, it was settled on trial. 

(Pause) 

MR. PENNOYER: I have no further questions, 

your Hcncr. 

MR. LIMAN: No further questions. 

(Witness excused.) 

MR. LIMAN: Herbert Siegel. 
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HERBERT T 

SIEGE L, 

called as a witness on behalf of Chris-Craft 


432-A i 

1515 A 


Industries, after having been first duly 
sworn, testified as follows: 

direct examination 

BY MR. LIMAN: 


Q «r. Siegel, would you keep yoU r voice up 30 that 

not only will the Court be able to hear you but counsel 
can hear? 

« 

A I will try. 

Q What is your age? 

A 42. 

Q I could heardly hear it. 

And your educational background? 

A I graduated Lehigh University, 1950, majored in 
journalism. 

Q You have to speak just a little louder. 

A I will try. 

Q What position do you hold today? 

A Chairman of the board and president, Cliris-Craft 
Industries. 

Mil. RYAN: i can't hear it. 

0 HOW long have you held the position of chaiman 
of the board of Chris-Craft? 


SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 

Foley Square, my., MY. W007 Telephone: cOrtlano 7-45 






1 


Wj*U 


Sieoel-direct 



4 :« 

Sieoal-direct 1516 A 

A I believe I was c.iairraan of the board in December 
of *67. 

q And before that what position did you hold? 

A Chairman of the board of Bladwin, Monstroae 

Chemical Company. 

Q Prior to December 30, 1968, had you ever given 
consideration on behalf of Chris-Craft Industries to 
acquiring stock or a company in the light aircraft 
industry? 

A Yes. 

Q What had you considered, and, roughly, when was 

it? 

A I believe in *67 we discussed with Hr. Sherill, 
who was then the chairman of Chris-Craft, about Chris-Craft 
buying some Beech Aircraft stock. 

q At that time did you have a position with 
Chris-Craft, an official position when you discussed it 
with him? 

A No.- I did not. 

MR. RYAN: Your Honor, I did not hear a time, 

unless I missed it. I can't hear Mr. Siegel. Will 

he please raise his voice. 

MR. LIMAN: Will you read back the answer to the 


question. 
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(Record read.) 

Were you a stockholder at that time of Chris- 


A Ves, I v;as. 

Q When you say that, do you mean Baldwin- 

« 

Monstrose? 


A Yes. 

Q Wow did you give consideration to acquiring any 
other light aircraft company prior to December 30th? 

A Yes, we did. We had negotiations with Ted 
Smith Aircraft I think was the name of the company in the 
summer or spring of Y>8. 

Q When did you decide to make your first purchase 
of Piper stock? 

A December 30th, the day that we bouglfcthe 
stock. 

Q Who made the decision on behalf of Chris-Craft? 

A I did. 

Q How roan? shares did you buy that day? 

A About 5000 shares. 

Q At the time you made that purchase had ycu read 
anything about Piper Aircraft? 

A I read the small Standard k Poor's sheet or 
booklet on it and I read the 1967 annual report. 
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Q 

A 


that. 


Had you read any rcagaaine article about it? 
Yes. i read Forbes magazine article about 


Q What was your intention when you made your first 
purchase of Piper with respect to Piper? 

a Buy some stock, take a look at the way the stock 

coni6 xn ^i vj [ discu^Q 4 *. u.* 1,1. .. 

ana axscuss it *uth the rest of the directors 
to see whether we should go feather on it. 

Q During the period from December 30th up to 
January 21st dii you discuss Piper with other directors 
of Chris-Craft? 

A Yes. 

At one time or another every one of the directors. 

Q Was there an investment committee of Chris- 
Craft? 

A Yes. 

Q Do you remember who served on it? 

A Hr. Sherill, Mr. Rocklis and myself. 

Q Whcit were Mr. Rocklis' responsibilities with 

respect to acquisitions? 


A Mr. Rocklis would analyze the companies and he 
kept files on something like . ilOO different leisure- 
oriented or Leisure recreational companies. 

Q Did Mr. Rocklis have a background as an analyst? 
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Q What was that background? 

A he was ■ it, an investment baling flnn up Untu 
I think *59 or — 1959 . 

Q Until he joined you? 

A Yes. 

0 Had he been with you ever since that time? 

A That's correct. 

Q aid you have discussions with Messrs. Rouklis 
and Sheriil and Gordon and other of your directors in this 
period up to January 21st? 

A Yes, we did. 

° “ iS * 8tipul - a ted fact in this case that up 

to January 21 st Chris-Craft purchased approximately 100.003 
snares of Piper over the New York stock Exchange. 

aid you place the orders for those purchases? 

A Yes, I did. 
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Q And in leaking those purchases, what was your 
intention? 

A To buy ateok. 

Q And what was your intention with respect to the 
Piper Company? 

A Veil, the intention during that period was to 
buy sore stock and see hov. the market went and whether we 
wanted to go further. 

Q As of that tiro had you ccnnitted yourself, 
even mentally, to the notion of seeking control of 
Piper? 

MR. PENNOYER: Objection. 

MR. RYAN: Same objection. 

TILS COURT: Sustained. 

Q Now had you made any decision, Mr. Siegel, up 
to January 2.1 at about seeking control of Piper? 

A No, we did not. 

Q Now did you, some time after you made your first 
purchase of Piper, hear the name Technology Fund in 
connection with Piper? 

A Yes. 

Q And how did that name coma up? 

A .Well, as we wera buying stock, the -- ona of 
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the brokerage firms told me Technology Fund showed 

on the Vickers sheet, or whatever it is, 100,000 shares 
of Piper stock. 

Q And do 'j ou remember who told you that? 

I believe it was Roger Spencer. 

Of Mitchell Hutchins? 

Of Mitchell Hutchins, right. 

did you a 3 k him to do anything with respect 

to that block? 

A To find out whether they were interested in 
selling. 

Q And do you remember when that was? 

A I would say somewheres maybe a week before the 

21 st. 


A 

Q 

A 

Q 


The 15th. It must have been after the 15th 
be ;au 8 o we had an annual meeting. 

I would say around thel7th or some date like 

that. 


Q Ej.d Mr. Spencsr repoi't back to you with xesprct 
to thi3 < (request? 

A Yes. 

C Wi.at did he tell you? 

A He told me that they weren't interested in 
selling the block. 
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Q Now directing your attention to January 21st, 
can you tell me what happened or that day? 

A Either on that day or the day before, Mr. 

Spencer rcld ;na that Mr. Hawki.ison, who wa 3 head of 
Technology Fund, waa going to oe in New York, and that if 
I wanted to meet with him and discuss with him about 
Chris-Craft he may be interested in talking to us about 
Chris-Craft. 

And I said, "Does he still have the Pipe?: 

stock? r 

And he said, "I thank he still does, lie hasn't 
sold it." 

So vre bad a couple of discussions about: 

(a) — when I say "we," I am talking about — 

many of the directors are in the same office — 

MR. F.YAN: Excuse me. His voice keeps on 

falling and we can't hear what he is saying. 

MR. LIMAN: Mr. Siegel doesn't have a loi’c 
voice. If Mr. Ryan wants to move up here, he can. 

THE WITNESS: I am sorry. I will do the best 

I can. 

MR. RYAN: May I hear the answer, please, your 

Honor? 
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(Answer read.) 

THE COURT: All right. 

BY HR. LIMAN: 

Q Whom did you have discussions with? 

A Mr. Rocklia, Hr. Gordon, Mr. Barnett — I 
bel.eve Mr. Barnett, Mr. Hollander, if he was in New York 
at that time. 

We eat together, generally, so there — the 
question was; If Mr. Hawkinson had this block of 3 took, 

(a) would we be interested in buying it, and, 

(b) if we bought it, what should we do ar that point? 

Were we in — whether we should go further or not, et 
cetera. 

Q And did you reach any conclusions on these 
discussions on the 21st? 

A No, because as late as the night — about seven 
o'clock that night, Len and I were driving home — I am 

talking about Mr. Gordon — and I said, *If we buy the 
stock do we have any filing problems? Would it be over 

ten per cent?” 

Their annual moating was coming up February 4th. 
All of this would have something to dc with the strategy of 

whether you bought or didn't buy, and if you were geing to 
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Q Now prior to this time, had you read anything 
additional on Piper Aircraft? 


A Yes# We had gotten the 8 68 annual report by 


then. 


ally? 


sheet — 


Had you read it? 

Yes, I did. 

And did you read anything else — you person- 


No. The Standard & Poor sheet, the yellow 


THE COURT: You say that you got the 1968 


annual report by January 22nd? 

THE WITNESS: Yes. The year end was September, 


sir. 


THE COURT: That was the 1967 annual report. 

THE WITNESS: I had the '67 on file. The 


'68 — 


THE COURT: In other words, the period September, 

'C7 to September, *68 io what you are talking about? 

THE V7ITNESS: Right. 

Oh, one other piece of information: 

We did have and I read the proxy material. 

Q Of Piper? 
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Q Kow whan did yoa first discuss the possibility 
of making a tender offer for Piper? 

A Tne possibility, I guess on the 21st. 

Q And vrith whcm did you discuss that? 

h wita Hr. Gordon, and I am sure with the rest of 
the directors who were there. 

C And what was said on that subject? 

A well, it was questionable whether we boujht the 

block, whether we should buy the block, and whether we 
should .take a tender, and if we made a tender, you had 
an annual meeting aoming up on Hie 4th. 

If you made if you went over the ten per cent 
and you made a tender, you would not be able to vote that 
stock unless you had the proxies with it, so that pu could 

be j.ockf.d out of ar.y representation on the board for a 
litlie ever a year. 

Q How what happened on the 22nd? 

A on the 22nd, Len and the other gentlemen — we 
talked -bout whether we should buy it. Tho mooting was 
coming up at 2.30. 

At. I ,c sa.d, "^ou know, I am net sure we 
haven':: bought some c£ tluat stock anyway," because we 
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had gotten an awful lot of stock. 

So I didn't know for sure whether the Technology 
Fund actually really still had their block intact, you 
know. 

Q And did you have a meeting that day, on the 
22nd, with the Technology Fund people? 

A Yes, I did. 

2 And in substance what happened at that meeting? 

A Well, 1 was introduced to Mr. Hawkinson by a 
partner of Mitchell Hutchins — 1 think hie name was Mr. 
Coleman and Mr. Spencer, and we discussed the whole 
leisure time recreation concept of Chris-Craft, and than 
we discussed their position in Piper Aircraft. 

Q And did they tell you that they had a position? 

A Yes, he did. 

Q Whit did he tell you? 

A I think he said he had 101,000 shares of Piper. 

Q And then did you have some discussion about that 
position? 

A Yes. 

Q Whac was said on that, subject? 

7. asked whether he was interested in selling the 

block end he said not &.<; the market. 

Q What wac the market then? Do you have a recollec 
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tion? 

A My best recollection is like 52 or 53 r something 
like that. 

And Mr. Gordon was present, and Z said to him, 
"Would you sell at $60 a share?" 

And ha said, "Ho, I wouldn't recommend selling it 
at $60 a share." 

And we discussed back and forth on this because 
I was trying to find out how high he really was going. 

I said we would go — we finally agreed to $65 a share. 

And he had to call his office in Chicago, and len x 
had to discuss it with directors, et cetera. 

So I think he went in the other office, or we 
might have walked out of my office. 

Q Mow did you then discuss it with your die actors? 

A Yes, I did. 

Q And did you reach a decision with respect to the 
purchase of that stock? 

A Yes, we did. 

Q Now did you have a discussion of a tender offer 
at that time also? 

A Yes. 

Q And with whom did youdiscuss that? 

A WEll, in the course of conversation with Hr. 
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Hawkinson we said to him, ’ "Well, if we give you $60" ~ 
and he didn't want to accept $60. 

V7e said, "We might give you a favored'nation's 
clause that would allow you that if we tendered within 
90 days or 120 days at a higher price,” we would escalate 
up his price to the tender price. 

Q Did you discuss a tender offer with your 
directors? 

A Yes, we did. 

Q And did you reach a conclusion on that day? 

A Yes, we did. 

Q And what did you decide? 

A That we ware going to buy the block and we 
were going to make a tender offer. 

Q Now who made the decision? Who proposed 

tender for 300,000 shares? 

A I did. There was a great deal of talk about 
it, but I made the racoomendation. 

Q Well, what did you say with respect to the number 
of shares for which the tender should run, and what did 
others say, as best you recall? 

A Well, we were going to tender so that we got the 
vote of the stock for the meeting. 

Q Who told you you could do that? 
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A Len did. 

Q When did he tell you that? 

A lie called from the zoo, on the morning of — Z 
think it was the 22nd. 

0 And what was said on the number of shares, 

300,000 shares? 

A Well, we wanted to pick a number that would give 
us an attainable number. In other words, you don't want 
to make a tender, especially in those days, where you 
fell short of what you asked, and it had to be large 
enough to make sure that you got directors on the board, 
and it couldn't be too large because you have to have 
your financing completed in order to make, let's say, a 
complete tender. 

Q And were these the factors that led you to propose 
• 300,003 shares? 

A Yes. 

Q Now did you or did anybody else suggest tendering 
for a higher number? 

A I don't remeuber whether someone at some point said 
maybe we should go for 400,000 or maybe we should go for 
250. 

Xknow that we discussed numbers. 

Q And was there any discussion of a higher number 
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that you recall? 

A Not that I recall offhand. 


1530 A 


Q And why did you decide to propose 300 as opposed 
to a higher number? 

MB.RYAN: Your Honor* I object to leading the 

witness. I think that he should be able to limit 

his — 

THE COURT: The objection is sustained on that 

ground and also on the ground that it is repetitious. 

Q How did you decide on the price? 

A During the course of conversations* Mr. Hawk- 
inson had mentioned that he didn't t h i n k you get 

much 3tock if you tendered at $60, $61* and the price 
tag of the stock once, I think, had hit 70 or 71 dollars, 

I think, something like that. 

Q Now was there any discussion of how you would 
finance the purchase of 300,000 shares? 

A Well, I knew that we had the money to do it. 


Q You say you knew. what are you referring to? 

A Well, vie had approximately $35 million in excess 

cash after the bond issue, and I had banking lines that I 
knew I could call on. 

Q Had you oad.e arrangements with any banks at that 
time to lend money for Piper? 
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On Piper specifically? 

Yes. 

I don't believe so. 

I Q Now did there come a time when you sought 

additional financing for Piper — 

A Yes. 

Q — stock purchases? 

A Yes. 

Q And when did that occur? 

A Near the end of the tender offer, we were —we felt 
that there is a possibility that we might get 51 per oent 
of the stock tendered, and, if so, we ought to have the 
financing available. 

Q And what if anything did you do to procure 
financing? 

A Well, I talked to Annand Erpf and then to John 

Loeb. 

Q What did you say to them and what did they say to 

you? 

A I said it is possible that we are liable to get 

51 per cent of the company thrown at us, and if we do 

we ought to be able to buy it or at least make that 
decision, whether we want to do it or not. And they felt 

that the financing could be arranged. They said — I think 
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there wee a —tin, with on. of the younger partner. «t 

Rhoades — Amend about then, arranging financing 
abroad. 

Q Did you seek financing from any other source? 

* *es. Mr. Gordon arranged with Burnhsn t company 
to get 525 million from, I believe, England. 

Q Why did you seek financing from Burnham 5 Company? 

A well, ar. Gordon was prejudiced towards Burnham 

^ *“ £alt Tubby "° uW faster, and loeb Rhoades 

would take a longer time to arrange it. 
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